








The new BMW 5 Series. 
The power of elegance. 
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Drive like you’ve never driven before. 


The new ผู อ ศิ ธิ เล ม์ อ ท BMW 5 Series presents a unique synthesis of technology, sophistication and performance. From the tip of the 
stunning contours that house the Bi-Xenon headlights to the newly designed taillights, every inch of this executive sedan IS designed and 
engineered to deliver unparalleled road presence. Once inside, you are overwhelmed by refined luxury that exudes comfort and functionality. 
The new อ ท ท ล ก ฉ อ ด ู ่ แอ แน ช ธร welas the redesigned gear selector with automatic transmission as standard including Steptronic give you 


supenioroperating comfort. 


For more information visit www.bmw.in or contact your authorized BMW Dealer. 
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highest class. The ultra-modern 
banqueting and conferencing facilities 
take care of your high-profile business 
meetings or power presentations. W 
Make your stay an unforgettable 


@ INTERCONTINENTAL re ts 


THE GRAND MUMBAI Tel: +91 22 6699 2222. 
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Authorized BMW Dealers in India: i ind 
: Bangalore: Navnit Motors +91 80 2852 0060 Chandigarh: Krishna Automobiles +91 172 4602 300 


Chennai: KUN Exclusive +91 44 4207 9642 Delhi and NCR: Bird Automotive +91 11 3988 5577, Deutsche peti 11 41679900 < 
Hyderabad: Delta Motors +91 40 3241 3538 Mumbai: Navnit Motors +91 22 2541 5391, Infinity Cars +91 22 6714 5100 ส = 
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' 
The models, equipment and possible vehicle configurations illustrated in 


the advertisement may differ from the vehicle supplied in the indian market. 
| Some accessories may not be the same as shown ! 
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THE WORLD WITH YOUR CREATIONS 


With the new lightweight HP Pavilion TX1000 Series 
Entertainment Notebooks, with AMD” Turion™64 X2 
Dual-Core Mobile Technology, you can now drow, 


scribble and write in your own handwriting using à 


Stylus. It also comes with a 30.7 cm | 12.1") touchscreen 
that twists and twirls. A fingerprint reader makes multiple 
jg passwords redundant. Ge! your own HP Pavilion 
Z f TX1000 Notebook and ge! noticed 





TOUCH SCREEN WEBCAM FINGERPRINT READER REMOTI SWIVEL SCREEN 


Personalise your computer with cool 
HP Skins and Accessories. log on to 





Call 1800 425 4999 or 3030 4499, visit www.hp.com/in/personal or your retailer 
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From The Editor ° 


ISING EXECUTIVE SALARIES AND CONSUMPTION TRENDS 
among the rich become conspicuous when there is 
mething that is sharply in contrast to compare 
them to. So, when median CEO salaries swiftly breach the 
Rs 2-crore mark and India emerges as a fast-growing mar- 
ket for the world's priciest luxury brands, it is not sur- 
prising to hear voices—including that of the Prime 
Minister—advising restraint. It is true that, as compen- 
sations to top Indian executives have skyrocketed, there 
are still as many as 700 million Indians living on less than 
two US dollars (or Rs 82) a day. Should the plight of poor 
be the reason why companies should pay their CEOs and 
top managers less? Or should these things be better left to 
economics and market forces, like the profits that com- 
panies make and the demand and supply of managers? Or 
should the government have any say in how much private 
sector companies want to pay their CEOs? 

There was a time, not long ago, that the govern- 
ment imposed ceilings on how much directors and CEOs 
at Indian companies could be paid. Every appointment 
(along with terms and condi- 
tions) of a director at a pub- 
licly listed company had to be 
approved by the government, 
which imposed ceilings on 
salaries that were, to say the 
least, unrealistic. That prac- 
tice has gone out the window 
and companies are pretty 
much free to pay their CEOs 
what they like. As we say in 
our cover story (Are Indian 
CEOs Overpaid? Page 70), it 
is true that CEO salaries have been rising but that doesn't 
necessarily mean that they are out of whack with reality. 
Indeed, while one reason for the rise in CEO pay is linked 
to the supply and demand for managers, the rising trend 
also mirrors the growth in profits of their companies. 

India has approximately 110,000 hotel rooms. That's 
less than the 150,000 rooms that a single Us city, Las 
Vegas, can boast of. Anyone who has tried to make a 
booking in Bangalore's five-, four- or three-star hotels will 
know how serious the crisis is. It isn't much better in the 
other cities. In the special report by Assistant Editor 
Tejeesh N.S. Behl, we focus on the $3-billion invest- 
ment that players have lined up for the hospitality sector 
and whether it can mitigate the shortage of rooms. 

A $2-billion plan has been drawn up to transform one 
of Asia's largest slums, Dharavi in Mumbai, into a con- 
temporary township but the slum's 6 lakh squatters 
could resist such moves. Special Correspondent T.V. 
Mahalingam’s feature (A Foggy Castle In the Toxic Air, 
Page 84) investigates the grand plan to transform Dharavi. 
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Karim Rashid 
"| want to change the world". 
And like Samsung, Karim Rashid 
knows that to change the world, first 
เอ น have to see it clearly. Karim Rashid 
as born in Cairo and moved to Canada as a 
ild. From the beginning, Karim has thrived 
1 transforming the shapes, colours and 
eauty of his surroundings. All to create a new 
sxpression; design a new world. From Umbra 
to Parada, Miyake to Method, he has shared 
his vision broadly to shake up the way we 
think and look at design. Rashid's work 
appears in prestigious museum collections 
worldwide, including the Victoria and 
Albert Museum in London and the 
Museum of Modern Art in New York. 
An award-winning designer of architecture 
and interiors, Karim Rashid's goal to change the 
world through design has, in many ways, already 
been met. "Ornamentation is a modus operandi for 
communication — it is a way to bring life to a space, to 
bring the space to life... — in the case of a truly brilliant 
television, it must always be on even when it is off ". 


Imagine a TV as sculpture. 


Like Rashid, Samsung believes beauty turns everyone on. Our 
vision is to add quality of life, not just quality of picture. That's what 
you get with the new Samsung LCD TV (Bordeaux Art Series). Its 
neoclassic lacquer exterior, the subtle LED light, the curved crystal 
bezel, hidden speakers and touch sensor buttons command the 
room. Engage the eye. Demand attention. The Bordeaux Art 

series has brains as well as beauty. With Wide Color 

Enhancer and a dynamic contrast ratio of up to 8000: 1 
Samsung's vision goes well beyond design and 
actually brings your room to life. Imagine turning 
on your entire living room. With Samsung's 
Bordeaux Art series, you Can. 


Zu www.samsung.com/in 
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into her stint as the MD 
of biscuit major Britannia, 
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growth back. But where 
are the margins? 
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A clutch of Indian corporate giants is following 
in the footsteps of global megacorps like 
Microsoft, Intel and Alcoa by kickstarting 
operations in one of the few economies 

(other than China and India) that's humming 
at a growth rate of 8 per cent. 
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turning out to be Korean 
chaebol Samsung Electronics 
Co.'s secret weapon. They 
are leading global 
productivity benchmarks 
and are now pushing its 
agenda of innovation and helping develop some 
of the niftiest gizmos on earth. 
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Go Green, Get Hired 

Climate change management and green projects are 
offering new career avenues. Here’s how you can do 
your bit for the cause of the environment as you 
expand your horizons. 
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Big Bazaar is going out of its way to make small-town 
consumers feel comfortable with the beast called 
modern retail. 
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Our seventh annual survey of best employers 
begins. Log on. 
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The Original Reformer? 
ไท his new memoirs, Yashwant Sinha stakes 
claim as the Father of Reforms. 


Sniffing the Moolah 
Drink, be merry and, 
while you are at it, 
make some money. 
It's early days yet, 
but wines are 
spicing up the 
investment space. 





Max New York Life's Bennett 


Drive 
Printed Circuit 
Treadmill 


People 

Starring Sushil Suri, CMD, 
Morepen Labs; Cisco’s Jangoo 
Dalal; Indian Banks’ Association’s 
Anil Khandelwal; Vedanta 
Resources’ Anil Agarwal; Lowe 
India’s Brent Gosling; and 

P.K. Choudhury, Vice-Chairman 
and Group CEO, ICRA. 


Vedanta Resour ec 
Anil Agarwa 





LEADERSHIP SPOTLIGHT 


184 Teipreet Singh Chopra, President & CEO, GE India. 


JULY 1 2007 BUSINESS TODAY 9 


bt letters 
A. เซ J Uu WS เว 


' SECOND. 


- LIFE 











Best letter wins 
a HIDESIGN travel bag 


from 


Md 
JK PAPER LTD. 


2 
€ reading la iding เณ 0 020 





The Right Spirit 
SECOND LIFE (BT, JUNE 17, 2007) MADE 
me wonder about all those entre- 
preneurs who were once the darling 
of the business world, but did the 
vanishing trick after cashing in on 
their ventures. They may have 
made loads of money, but defi- 
nitely lead a lacklustre life. People 
like Atul Shah and Tushar Jani are 
born entrepreneurs who are ready 
to take on a new challenge. Kudos 
to them and hope there are more 
entreprenuers like them. 

NEETI MENDIRATTA, through e-mail 


Plug the Rural Gap 

A COVER FOR ALL (BT, JUNE 17, 2007) 
was an apt title. A special feature of 
the insurance industry in India is 
that it also covers a large number of 
people living below the poverty 
line (BPL) under various social se- 
curity schemes. Though insurance 
penetration is high, the Insurance 
Regulatory and Development 
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Listless Second Life 

SECOND LIFE MADE AN INTERESTING | 
reading, especially the profile of 
the three great *gamblers'—Atul | 
Shah, Rajeev Chandrasekhar and 
Tushar Jani. These businessmen, 
however, seem to have lost their 
verve and risk-taking appetite. These | 


entrepreneurs are playing it safe by 


putting their eggs in different bas- | | 


kets, even relying on equities. I exp- 
ected to find the spirit of an undying 
entrepreneur in the story that could 
have inspired management students. 
But, sadly, that's missing. 

TRIBHUVAN MENDIRATTA, through e-mail | 
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Authority needs to come up with 
specific norms for rural businesses 
so that they can take advantage 
of the economic boom. 

JACOB SAHAYAM, through e-mail 


Correction 
IN THE TABLE "INDIA'S HIGHEST PAID 
CEOS" in our cover story (page 
73), Bharat Doshi should not have 
featured since he's Executive Dire- 
ctor and not CEO, Mahindra & 
Mahindra. The table correctly lists 
Anand Mahindra as Vice Chairman 
& MD . The error is regretted. 
EDITOR 
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Nifty* Your everyday 
guide to India's progress 


India. A land of many cultures and many languages. 
It throws up as many questions as it throws up answers. 

As India gets more globalised - and maybe more 
complex, people are constantly seeking new answers. 
How much has the country progressed? How well is the 
economy doing? The Nifty is the platform on which 
India finds these answers. The Nifty Index is a composite 
of the top 50 stocks listed on the National Stock 
Exchange (NSE). It is a simplified tool, which helps 
investors and ordinary people alike, understand what 
happens in the stock market and by extension, 
the economy. If the Index performs well, it is a signal 
that companies in India are performing well and 
consequently that the country is doing well. 


economic boom. 





NIF T YX 


An upbeat economy is usually reflected in a strong 
performance of the Nifty Index. A rising index is also 
indicative that the investors are gung-ho about the future. 
Ups and downs on a short term basis are inherent in stock 
markets. Over the long term however, the index will be 
reflective of the economic trend. 

The Nifty Index is based upon solid economic 
research and is internationally respected and recognised 
as a pioneering effort in providing simpler understanding 
of market complexities. 

The Nifty Index is computed and disseminated by 
NSE, the 4th largest stock exchange in the world in terms 
of trades in the capital markets. 


Stock of the nation 


www.nseindia.com 


* Nifty index can be used by individuals to track market movements and compare performance of individual companies vis-a-vis market 
performance 8 Shareholders evaluation of management decisions - performance of a company vis-a-vis the market generally reflects the 
perception of the investor B Assist traders and market intermediaries to evaluate performance and sentiments across the market Bi index funds 
can replicate Nifty indices to earn market returns 8 Derivative trading - Investors can use Nifty indices for hedging their exposures in the 
equity markets 8 Benchmarking NAV performances - Nifty is the benchmark for performance of open ended and close ended funds. 


*Nifty has been used to represent S&P CNX Nifty, owned and managed by India Index Services and Products Ltd. (IISL), a joint venture between NSE and CRISIL. 
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Destabilising Divide 


T IS UNFORTUNATE THAT PRIME MINISTER MANMOHAN 

Singh’s speech at ctl on “Inclusive Growth—Challenges 
for Corporate India” ended up getting written about in 
media mostly for a passing remark he made on CEO 
pay. The good man’s intention was to suggest a part- 
nership between the government and the increasingly aff- 
luent corporate sector to solve a problem that is as dis- 
astrous for the country economically as politically and soc- 
ially. The problem is of a growing divide between the 
haves and the have-nots. Finding a solution to this 
problem is not easy; the government, which can and must 
do a lot more to ensure equitable growth in the country, 
has its constraints, the biggest of which is effective delivery 
of social benefits. More often than not, the govern- 
ment’s grand schemes for poverty alleviation, rural edu- 
cation and health, and agriculture end up enriching 
politicians, bureaucrats and other intermediaries, rather 
than the intended recipients. 

Besides, employment, the only way the poor can be 
pulled out of poverty while creating economic value, has 
been shrinking in the public sector. The organised private 
sector is not a large employer—in fact, a shockingly 
small number of people, 8.2 million, work in it—but it’s 
the government's best hope for creating work in the org- 
anised sector. The unorganised sector accounts for more 
than 90 per cent of the employment in the country, but 
employment here is often a result of how well the or- 
ganised industry is doing. Therefore, it is not surprising 
that Singh’s “Ten-Point Social Charter" began by talking 
of employment generation and how manufacturing is the 
only sector after agriculture that can create jobs enough 
to make a difference to India’s growing population. In 
particular, the Prime Minister wanted industry to take 





Time to speed up: The government must let go of its hold 
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Lost in translation: The PM's message needs to be heeded 


care of its workers better, be proactive in offering emp- 
loyment to the less privileged, invest in people and 
their skills, and fight corruption at all levels. 

Such a partnership is in industry’s interest. While a 
sliver of workforce is reaping the benefits of a surging 
economy, resulting in a boom in consumer products and 
services, there are others whose lives haven’t changed. 
Industry will find it impossible to sustain the demand 
if it were to bank only on a small number of con- 
sumers. After all, how many cars, toothpastes, or in- 
surance is one family going to buy in a month? New 
consumers have to enter the market, and the only 
way that will happen is if they are given opportunities 
to join the economic mainstream. We believe that was 
the larger point of the Prime Minister’s message, and 
India Inc. will do well to heed to it. 


PPP in Agriculture 


HE GOVERNMENT S ATTEMPT TO RESUSCITATE 
T 6< by pumping in Rs 25,000 crore into the 
sector is noteworthy. However, the sector's plight is not 
that of a company that has landed itself in bankruptcy 
and is in dire need of funds alone. The malaise is 
equally that of breakdown of institutions like extension 
counters of research outfits that delivered reforms a few 
decades ago and enabled us to become self-sufficient. 
Take the case of wheat (see Tbe Great Indian Grain 
Game, page 90), where we have now begun to und- 
ertake significant imports to meet domestic demand. 
The problem is that incremental production will now 
have to come from states like Bihar and Uttar Pradesh, 
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where the yields are close to half that in Punjab and 
Haryana. Moreover, the number of mandis, a meas- 
ure of ease in marketability of produce, is a fraction 
of that in the two northern states. The inefficiency of 
the state is only too well known. Now, to expect it to 
deliver some fast-paced reforms will be a tall or- 
der. Hence, the government must allow for public-pri- 
vate partnerships to deliver results. Companies like rrc 
and Reliance Industries have already ventured into the 
grains market in a small way. Perhaps, a way to en- 
sure accelerated private participation would be to of- 
fer tax sops of the kind that sugar mills are being ac- 
corded in the wake of financial losses being incurred 
due to oversupply of sugar in the market—excise re- 
lief for a limited period. 

To go about the reform agenda would mean that 
the government invests in areas that it is best capable 
of handling—irrigation (where the central government 
investments have been a mere Rs 4,000 crore per 
annum) and development of research institutions 


that help deliver robust crops as well as reduce the 
crop cycle time. 

It must develop schemes that allocate the respon- 
sibility of developing the marketplace in the hands of the 
private sector; and reduce its role to merely that of reg- 
ulation. Equally important is the need to ensure that the 
farmer gets loans at reasonable rates. This will require 
replacing the informal lending system of artryas (who 
offer loans at rates as high as 36 per cent) with a well- 
networked banking system that offers credit at 9-11 per 
cent. For this to happen, the government must nudge 
the banking system to expand in rural India. A mature 
rural banking system will not only improve the growth 
in the agriculture sector, it will provide for inclusive 
growth of the kind that the Prime Minister keeps 
mentioning in various public meets. 

That the package for the revival of the sector reeks 
of populism is only obvious, for otherwise, the gov- 
ernment would have announced it two years ago. 
Justified populism, nevertheless, it is. 











The Corporate Governance Imperative 


AHATMA GANDHI WAS NO BLEEDING HEART 

socialist. He was a hard-nosed realist who brought 
the world's greatest empire to its knees with the sheer 
force of moral authority. Today, as India Inc. scampers 
to incorporate “inclusiveness” in its agenda, it is worth 
noting the Father of the Nation's prescient observation 
on corporate governance, decades before the concept 
itself was born. *The rich are the trustees of the nation's 
wealth," he had said. Sir Adrian Cadbury was probably 
the first to enshrine the “Code of Best Practices for 
Corporate Governance" in 1992 at the behest of the 
London Stock Exchange. 

Why is Business Today writing this edit now? 
Because the lopsided distribution of the wealth created 
by India's steroid-charged growth has increased ine- 
qualities, which, if not addressed immediately—to the 
satisfaction of those left out of the system—can lead to 
serious social, political and financial dislocation. 

This is not to suggest—as Prime Minister Manmohan 
Singh recently did in an address to CH members—that 
India Inc. must temper its hunger for profits. But what 
it must do is resist the temptation of using the massive 
sums now at its disposal to ride roughshod over the com- 
mon man. It could, for example, have handled the 
ongoing agitations over land acquisitions in several 
parts of the country far better than it did. 

The Kumar Mangalam Birla Report on Corporate 
Governance can be a good starting point. There is a solid 
financial rationale for companies to put in place trans- 


16 BUSINESS TODAY JULY 1 2007 





Corporate governance: Birla's report is a handy manual 


parent and practical corporate governance structures in 
place. Birla's report points out that companies with 
good governance structures are rewarded with higher 
market valuations. At a time when India Inc. is aggres- 
sively expanding its footprint across the globe, it will do 
well to ensure that corporate boards become truly ind- 
ependent—this will need the induction of more inde- 
pendent directors, of unimpeachable public standing and 
social conscience, who can nudge managements into ini- 
tiatives that will make India's growth rates more “in- 
clusive", without in any way impacting the bottom 
line. The Mahatma's observation can be the bedrock on 


which to build such an economic edifice. 8 
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Goodbye Low Fares? 


The consolidation in the Indian airspace will put 
an end to predatory pricing. KUSHAN MITRA 


KINGFISHER 





Mallya (Left) & Gopinath: All's well that ends well 


three months. Jet Airways finally took over Air Sahara, bringing to 

close a tumultuous year-long saga; the government finally gave the 
green light to the merger of the two national carriers, Air India and 
Indian, bringing to close an even longer saga. But the most remarkable “Will 
he? Won't he?" episode—that included name-calling and cake-cutting— 
was when Vijay Mallya's Ub Holdings paid Rs 550 crore for a 26 per cent 
stake in the financially-troubled Air Deccan, effectively taking control. Now, 
these three large groupings control around 90 per cent of domestic air travel 
and all of Indian flag carrier international routes. 

The effective takeover of Air Deccan by Kingfisher was one of four pro- 
posals placed before the Air Deccan board, according to Venkat 
Ramaswamy, Executive Director, Edelweiss Capital, who advised Air 
Deccan on the deal. “The board felt that this was the best deal for the air- 
line." Why? This was the only deal that allowed Air Deccan's founders, inc- 
luding its CMD G.R. Gopinath, to retain a say in the airline which pioneered 
low-cost air travel in India. 

But great news for Gopinath and company may turn out to be bad news 


T HE INDIAN AVIATION SECTOR HAS CERTAINLY HOTTED UP OVER THE PAST 
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The fortnight's burning question. 


DO QUOTAS REALLY 
BENEFIT THE TARGETED 
COMMUNITIES? 


Yes. Prakash Javdekar, National 
, BJP 
Quotas do bring benefits to the 
targeted communities, but the 
benefits aren't reaching people at 
the bottom of the heap. The issue 
is becoming increasingly compli- 
cated due to multiple demands 
for quotas from various commu- 
nities and also because of 
different kinds of quotas. We 
need a broad political consensus 
on reservations. 


Can't say. Nilotpal Basu, MP, 
Rajya Sabha, CPI(M) 

We do not think that reservations 
provide a lasting solution to the 
problem of inequity. But commu- 
nities that have suffered from 
injustices inherent in Indian 
society have to be helped in some 
way. As long as India's rural 
population remains economically 
backward, the demand for reser- 
vations will keep coming up, 
whether or not benefits accrue to 
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for air travellers. Mallya has said that Air Deccan will look closely at 
its fare structure to ensure that its bottom line stops leaking the gal- 
lons of red ink that it is doing now. This means there will be no Re 
1 and Rs 99 tickets that Air Deccan routinely issues by the thousands 
every week. This forced other carriers to follow suit. In May, for in- 
stance, SpiceJet offered lakhs of tickets at 99 paise each. Then, the 
Wadia-promoted GoAir is offering tickets at Rs 525 on the Mumbai- 
Delhi route; and tickets on the Mumbai-Ahmedabad route are 
available for less then Rs 100. Such prices are obviously suicidal and 
no airline can hope to make money with such a strategy. Domestic 
airlines are still struggling to break even, and in certain cases are los- 
ing as much as Rs 300 per passenger. Says Ajay Singh of SpiceJet: “Air 
Deccan and Air Sahara were hurting overall industry yields by offering 
artificially low prices. I really hope that things will improve now that 
professional managements, who aren’t in the game to lose money, 


HOW THE FARES STACK UP 
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have taken over at the two airlines.” 
At the time of going to press, the grapevine was rife with spec- 


ulation that south-based regional airline Paramount is sniffing | 


around for an acquisition. Its target: GoAir. Jeh Wadia, Mp, GoAir, 
has issued a categorical denial, but Paramount's M. Thiagarajan who 
was in the capital to meet Brazilian President Luiz Inácio Lula da Silva 
(Paramount operates a fleet of Brazilian-built Embraer aircraft and 
plans to place a $2-billion, or Rs 8,200 crore, order shortly for more 
Embraer jets), dropped a tantalising hint: “I do not want negotiations 
to proceed through the media, but yes we are expanding our pres- 
ence to the western part of the country and would like to buy out a 
carrier which already has significant resources in that region," he said. 
With SpiceJet and IndiGo, the two other low-cost carriers cer- 
tainly not on the selling block, Thiagarajan's guarded comments could 
point to only one carrier. 

Further consolidation will mean less competition and conse- 
quently, less attractive ticket prices; and the lower price-elasticity 
might lead to fewer air travellers. However, according to one ana- 
lyst: “A firming of air fares will not mean increases of Rs 1,500-2,000, 
but more moderate increases and given the convenience of air 
travel, it is unlikely that growth will take a big hit." 

Does this mean the end of the low-cost dream? Probably not. But 
what it does signal is the end of the irrational and predatory air fares 
that are currently doing the rounds. 
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“We will not be 
Everywhere" 


HINJI HATTORI, PRESIDENT AND 


Chairman, Seiko Watch 
Corporation, was recently in India for 
the formal launch of Seiko watches in 
the country. He met Business Today’s 
Deepti Khanna Bose and discussed his 
company’ plans. Excerpts: 


Seiko has formally entered India long 
after most other international watch 
brands. Why? 

The Seiko Corporation has a policy of 
not getting into many markets at the 
same time. We did a lot of research 
before we decided to enter India. 
Also, until recently, there were far 
too many government restrictions. 
Now, the Indian economy is picking 
up; so this is the right time to come 
into the country. 

What sort of pricing strategy will you be 
adopting in India? 

We will follow our standard world- 
wide pricing strategy. Our range will 
be priced from Rs 25,000-1.75 lakh. 


Who is your target customer? 

He is 25 to 40 years old, active, 
fashion- and style-conscious and self- 
assured. Seiko is a brand of substance, 
so, irrespective of the price-point, he 
values it. 


What about distribution? 

We are very careful and selective 
about our distributors. We will only 
stock our watches at retail outlets 
that are in tune with our image; we 
will not be everywhere. 
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No, Sensex Won't Crash, it'll Move Sideways 


OR MONTHS NOW, PUNDITS HAVE 

been expecting the stock mar- 
ket to tank. And, if only to prove 
them wrong, the BSE Sensex has 
defied these predictions and hov- 
ered around the 14,000-mark for 
the last few months. Says 
Gurunath Mudlapur, Managing 
Director, Atherstone Institute of 
Research, a research and invest- 
ment banking institution: “The 
market doesn’t work on anyone’s 
wishes. If it did, there wouldn’t 
be a need for fund managers and 
professionals. The biggest prob- 
lem in the market today is that 
the perceived risk is greater than 
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the actual risk." 

Barring the week starting June 
4. 2007, when the BSE Sensex dec- 
lined in four out of the five trading 
sessions to end the week with a 
loss of 507 points, or 3.61 per 
cent, at 14,063.81, it has been 
gaining ground. Prior to that, the 
Sensex was on a three-week win- 
ning streak, gaining 775 points or 
5.6 per cent between May 11 and 
June 1. Fils pumped in over 
Rs 5,000 crore during this period. 

Says Shriram lyer, Head 
(Research), Edelweiss, a broking 
firm: “The steady fall in the infla- 
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tion rate in recent weeks from its 
peak of over 6 per cent (for the 
week ended April 28) to more 
moderate levels (it is currently at 
under 5 per cent) has been driving 
the Sensex. Also, unlike in the 
past, when prices fell in the period 
leading up to large IPOs—as inv- 
estors cashed out in order to sub- 
scribe to the new issue(s)—this 
time, they are holding up well." 
The market is expected to rem- 
ain weak in the short-term. “We 
aren't going to see a runaway rise 
or a major fall. The Sensex is trad- 
ing at a P-E multiple of 17-18, 
which is a fair value," says Avinash 


nge-bound for some weeks now. 


Gorakshakar, vp (Research), 
Reliance Money, who feels the 
mild correction during the week 
starting June 4 was healthy. Vidur 
Pendharkar, Head (Technical 
Research), Religare Securities, 
goes a step further. “The trend 
line has changed; in the short- 
term, we expect some panic in 
the market. If the index doesn’t 
find support at 14,046 levels, it 
can fall to 13,500.” 

Meanwhile, according to tech- 
nical analysts at Motilal Oswal: 
“On the upper side, the Sensex is 
likely to enter the resistance zone 


if it crosses its all-time high of 
14,723. Profit booking may be 
seen at this level and 15,000 will 
be a huge psychological barrier.” 

However, with huge cash wait- 
ing on the sidelines to come into 
the equity market from Fils and 
mutual funds, experts don't see 
the market going below 13,500 
levels in the near term. Mutual 
funds like Jp Morgan and SBI 
Infrastructure have already gar- 
nered over Rs 2,000 crore from 
their respective NFOs and HDFC 
AMC is also on the verge of closing 
its NFO. 

Asked to identify winners and 






June 8 '07 
Source: CMIE 


losers, Mudlapur says: *The app- 
reciating rupee and lower inflation 
will benefit sectors like construction, 
capital goods, engineering and 
consumer durables the most." And 
sectors like auto and auto compo- 
nents, cement and textiles are exp- 
ected to underperform in the short 
to medium term. Says lyer: “Going 
ahead, any surprises in the June 
quarter results will be the next trig- 
ger for the Sensex." 
For now, the bellwether index 
Is expected to continue moving 
sideways. 
MAHESH NAYAK 
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Nowhere is the pace of change better understood than in global capital markets. Canada's CDS 
Clearing and Depository Services Inc. (CD5) aimed to build a trade settlement system that would 
be capable of meeting future standards. As one of the world's fastest growing technology and 
business solutions providers, Tata Consultancy Services (TCS) helped CDS to meet this challenge. 
TCS developed a highly automated system that not only slashed the trade settlement time 
but also dramatically reduced the overall cost of processing securities. Drawing on its global 
expertise, TCS helped CDS respond faster to markets, setting standards for one of the most 
sophisticated industries in the world. And of course, enabling CDS to experience certainty. 


TATA CONSULTANCY SERVICES 
Experience certainty. 


IT Services * Business Solutions * Outsourcing 


To learn how your business can experience certainty, visit www.tcs.com 
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Cell Phone Sales Grow 50 per cent 


IDING ON AN ADDITION OF 65 
Roniliion to India’s wireless sub- 
scriber base in 2006-07, mobile 
handsets clocked sales of Rs 21,434 
crore in 2006-07, a growth of 50.3 
per cent, says a study conducted 
by VoicecData, a magazine of the 
Cyber Media group. Nokia remains 
the leader in India's handset market, 
with sales of Rs 11,486 crore and ล 
market share of 53.6 per cent. 
Motorola and LG, at #2 and 
#3, respectively, trail far behind 
with shares of 11.1 per cent and 
11 per cent, respectively. 

Currently, direct sales to 
consumers account for about 
75 per cent of the Indian mar- 
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we move into In- But even as sales boom, ven- 
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ket, but this may shift towards 
more *bundled" handset sales 
(where the phone vendor ties 
up with the service provider) 
as the latter increasingly woo vir- 
gin rural markets with cheaper 
phones. 

"Last year was a landmark one, 
and coverage almost doubled. This 
year will be another big year as 


Nokia 2310 





terior markets 
with our net- 
work partners,” 
says Lloyd 
Mathias, Director (Marketing, 
Mobile Devices), South-West Asia, 
Motorola, pointing out that his 
company has tie-ups with all top 
network operators for bundling its 
handsets with their services. 


dors are also facing pressure on 
their margins. “About 70 per 
cent of the handset market is for 
phones costing less than 
Rs 3,000. Margins, thus, will 
remain under pressure,” says 
H.S. Bhatia, Business Group 
Head (Mobile Communications), 
LG Electronics India. 


KAPIL BAJA] 


Indian Immigrants: America’s Best ‘Imports’ 


MMIGRANTS ARE FUELLING THI 
| === and growth of hi-tech 
businesses in the Us, with at least 
one foreign-born founder in a quar- 
ter of hi-tech firms started bet- 
ween 1995 and 2005, says a rep- 
ort, titled “America’s New 
Immigrant Entrepreneurs" that was 
released in January. It revealed 
that these companies had sales of 
$52 billion (Rs 2,28,800 crore 
then) and employed over 450,000 
people in 2005. Now, a second 
study, titled "Education, 
Entrepreneurship and Education: 
America's New Entrepreneurs", 
has shown that contrary to popular 


22 BUSINESS TODAY JULY I! 


perception, only 15 per 
cent of Indian immi- 
grants came from top 
institutions such as IITs; 
the rest came from 42 
different colleges 
around the country. 
Highly-skilled imm- 
igrants are better ed- 
ucated and earn more 
than their US counter- 
parts, the study says. Immigrants 
from India and China earned 
$69,000 (Rs 30,36,000) and 
$46,000 (Rs 20,24,000), respec- 
tively, per annum, compared to 
the US national average of $39,000 


« 





Wadhwa: Leading the way? 


(Rs 17,16,000). It shows 
that Indian immigrants, 
who form just 0.36 per 
cent of that country's 
population, started 
nearly 7 per cent of all 
engineering and tech 
companies in the Us bet- 
ween 1995 and 2000. 
The report was aut- 
hored by Vivek 
Wadhwa, Ben Rissing and Gary 
Gerelli from Duke University, and 
AnnaLee Saxenian, Dean, School of 
Information, University of 
California, Berkeley. 
RAHUL SACHITANAND 
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Inflation Monster Down, Not Out 


NFLATION MAY HAVE COOLED, TO 
less than 5 per cent for the week 
ended May 26, down from over 
6 per cent a few weeks ago, but 
the authorities are not taking it easy 
yet. As part of its strategy to combat 
rising prices, the government is now 
planning to permit cheaper imports 
of edible oils like palm, soya, rape- 
seed and mustard. As part of the 
gameplan, STC, MMTC and NAFED 
may be asked to import one million 
tonne of these oils from 
Indonesia, Malaysia, 
Argentina and Brazil 
for sale in the 
Indian market; the 
companies will be 


| | RBI's Y.V. Reddy 
















compensated for their losses. 
Meanwhile, RBI Governor Y.V. 
Reddy has publicly voiced his fears 
about inflation rearing its head 
again. Reddy feels that the mis- 
match between supply and demand 
of food items could push prices 
up significantly. In his address at 
the conference on *Monetary 
Policy under Uncertainty" in 
Argentina, recently, he pointed out 
that in growing economies like 
China and India, mounting dem- 
and for food puts huge pressure 
on prices of food articles. 
Economists agree. They feel 
that while the wr! inflation levels 
have now come down to accept- 
able levels, there is still pressure 
on food prices. Says Siddhartha 
Roy, Economic Adviser, Tata 
Group: “Manufacturing inflation is 
under control, but food prices are 
still high. There has also not been a 
significant decline in oilseeds 
prices." Adds Subir Gokarn, 


Chief Economist, CRISIL: “The rec- 
ent wheat harvest has been good; 
this has moderated the pressure 
on prices. Going forward, the mon- 
soons will play a crucial role in 
determining the quality of harvest, 
particularly of the pulses crop, 
which will directly affect inflation." 
But crucially, RBI has been hik- 
ing interest rates to combat infla- 
tion. This is affecting corporation 
expansion plans, personal con- 
sumption and the loan-fuelled eco- 
nomic boom. Now that Reddy has 
gone on record saying he hopes 
to contain inflation in the 4-4.5 
per cent range in the medium term, 
what will its impact be on interest 
rates? Says Roy: “There is no rea- 
son for interest rates to harden 
further. If the current inflation 
trend continues, rates should 
soften.” But RBI’s tightrope walk 
between inflation and investment 
will continue for some more time. 
RISHI JOSHI 


“Move to GST Should be Gradual” 


HAT INDIA HAS AN INCREDIBLY COMPLEX INDIRECT TAX STRUCTURE 
Tis indisputable. Complicating matters is the dual VAT system 
currently in vogue, with taxes imposed at both central and state 
levels and the separation between VAT for goods and var for serv- 
ices. The proposed move, by April 2010, to a national unified 
Goods and Services Tax (GST) and a simpler indirect taxation sys- 
tem, will ease the situation considerably. 

But, a recent PricewaterouseCoopers study on the subject, 
"Shifting the Balance—the Evolution of Indirect Taxes", cautions 
that the transition has to be gradual. “...businesses need to 
start preparing themselves for the switch and to engage with the 
tax authorities to ensure that the GST system that emerges is as 
user- and business-friendly as possible," it states. Adds S. 
Madhavan, Indirect Tax Leader, PricewaterhouseCoopers, India: 
"Globally, the universal model is a unified Gsr rather than the dual 
tax structure between the Centre and the states that we follow. 
The sooner we adopt this best practice, the better." 

RISHI JOSHI 
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A. PRABHAKAR RAO 


VAT: The word dreaded by buyers 
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Now, Hiring Quotas 


ECOND-RUNG IT COMPANIES AND THOSE IN THE CORE 
s" asus will breathe a little easier now. Three of 
Tamil Nadu's Top 20 engineering colleges have mod- 
ified their placement systems to provide a slightly more 
level playing field for companies that may not be aut- 
omatic first choices for students. “This year, a student 
with an existing offer will have this automatically can- 
celled should he get a ‘dream job offer'—defined as one 
that pays at least Rs 4.5 lakh per annum—in the core 
sector,” says P. Mannar Jawahar, Director, Centre for 
University-Industry Collaboration, Anna University. 

The idea is to ensure that fewer companies go back 
empty handed. In 2004, for example, four companies 
recruited the entire lot of 1,000 students at Anna 
University; in 2005, three companies cornered 1,000 stu- 
dents; and in 2006, two companies recruited the lot. 
This year, 43 potential recruiters have come forward, but 
how the new experiment will pan out is anybody’s 
guess. The Vellore College of Technology has also 
introduced the Dream Job concept this year. 

SSN College of Engineering (which belongs to 
HCL’s Shiv Nadar) has gone one step farther and placed 
a cap of a maximum of 60 recruitments per company. 
This will give rT companies such as Patni, HCL and 
Satyam a chance. Says Bhaskar Das, VP (HR), Cognizant: 
“We believe that eventually, market forces will prevail, 
leading to enhanced alignment of student aspirations and 
the needs of industries.” 

These practices may, prima facie, seem restrictive, but 
lawyers say they are within the letter of the law even if 
they violate the spirit of free choice. Says Vinod Surana, 
Partner, Surana & Surana, a leading Chennai-based 
law firm: “This is known in law as a ‘reasonable 
restriction’ and these colleges can impose such conditions. 
Nothing, however, prevents students from approaching 
a company of their choice outside the campus.” 

Will this trend catch on in the rest of the country? It’s 
still too early to tell, but it'll be interesting to watch. 

NITYA VARADARAJAN 


“Dream Jobs”: Anna University introduced it last year 
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IIM-A's Krishna: One of a kind, shall we say 


MBAs With Hearts 


T WOULD NOT HAVE BEEN DIFFICULT FOR CHEPURI 
Krishna, a student of iM-Ahmedabad, to get a 
summer internship at any leading company. But 
unlike his peers, he chose to walk on a path 
that had never been explored before. Krishna is 
currently doing his internship at A.K. Gopalan 
Bhavan, the CPI(M) headquarters in New Delhi, 
where he is working on projects pertaining to the 
unorganised sector and evaluating the insurance 
sector for the red brigade. “This is definitely a 
new trend. Students are increasingly shifting to 
social project implementation and monitoring," 
says Sushil Kumar, Head (Agri-business 
Management) at IIM Lucknow, adding that the 
trend is being triggered by demand from several 
corporate houses for people who understand 
the legislature, the functioning of the executive 

and have knowledge of public administration. 
Adds Prasenjit Bose, Convener of CPI(M)'s 
Research Cell: *Since Krishna showed interest in 
public policy, we have deputed him to work 
closely with some of our leaders to help frame 
legislation." Vivek Bhogal and Akash Singla, 
both 1M Lucknow students, are now pursuing 
their summer internships with the Planning 
Commission. “You can look at the system and 
curse it, or you can do what you can to make it 
better," says Bhogal, who joined the Plan panel to 
get a ringside view on his favourite subject— 
aviation. These boys obviously know what they're 
doing. With a sound knowledge of both business 
theory and public administration, they may yet 
become the vanguards of the Prime Minister's call 

for more inclusive growth. 

AMIT MUKHERJEE 
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Surtace 


What is it? V-Link, a leading fleet man- 
agement company, has launched a world- 
class taxi service called Meru with 150 
taxis in Mumbai. V-Link will increase this 
number to 1,000 by December 2007 
and plans to have 10,000 cabs in Delhi, 
Kolkata, Chandigarh, Hyderabad, 
Bangalore, Chennai and Pune over the 
next three-to-five years. 


What is its USP? Meru operates only 
air-conditioned Maruti Esteems that have 
digital tamper proof meters. Passengers get 
printed receipts for all fares to ensure that they are not cheated. It will also pro- 
vide umbrellas to passengers to enable them to reach their destinations with- 
out getting caught in the monsoons. The use of GPS technology allows these 
taxis to be tracked on a real time basis. 


How can you get one? You have to wait till the service is launched in your city. 
In Mumbai, V-Link offers an advanced booking system for Meru which allows a 
customer to book for a cab on the phone (022) 4422 4422 or by logging onto 
www.merucabs.com. Meru cabs have to be booked at least 60 minutes in advance. 


DEEPTI KHANNA BOSE 
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ECONOMY 


STATUS: Rs 83,781 crore in March 
2007. 


Worrying Trend 


64,481 83.781 


78,800 
71,311 


June '06 Sept. '06 Dec. '06 March '07 
Surplus Liquidity 
Figures in Rs crore Source: RBI 


IMPACT: Rising liquidity in the system is 
not only fuelling inflationary pressures, 
but also creating monetary manage- 
ment problems for the central bank. In 
fact, the recent interest rate hikes by 
RBI are aimed at sucking out the exc- 
ess liquidity which was finding its way 
into speculative areas. 


STATUS: Rs 3,959 crore in May 2007. 


Double-edged Weapon 





April '06 April '07 
EN Net Inflows 
Figures in Rs crore Source: SEBI 


IMPACT: Rising inflows augur well for 
the stock markets in particular and 
economy in general as they help 
strengthen the rupee against the US 
dollar and beef up foreign exchange 
reserves. However, they also increase 
liquidity and fuel inflation. 
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Your car is not complete without world-class automotive components from Mico and f TS 
Bosch. In fact, Bosch is the world's largest automotive component supplier - and the ๑ BO SCH 
OE manufacturer of choice with almost all leading vehicle manufacturers in the world. SAH 
Discerning motorists and workshop professionals in over 132 countries rely on Bosch's | ท ง อ nte d fo r | ife 


extensive range of high-quality products to get the best from their cars. Choose the 
best. Choose automotive products from Mico and Bosch. The advantage is yours. 


* Common Rail System » VE-EDC Pumps * Spark Plugs * Halogen Bulbs * Gasoline 
In-tank Unit » Ignition Coils » Filters + Wiper Blades * Clutch Plates + Brake Pads 
* Horns « Injectors » Alternators * Batteries * Relays * Exhaust Gas Sensors ° Starter 
Motors * Glow Plugs 


www.boschindia.com 





For more details. contact: Motor Industries Co. Ltd., Automotive Aftermarket, P.B. No. 3000, Hosur Road, Adugodi, Bangalore - 560 030. Ph.: (080) 2299 2233. Fax: (080) 
2299 2525. Sales Offices: Ahmedabad: Ph.: (079) 2646 5952. Fax: (079) 2642 0401. Bangalore: Ph.: (080) 2223 7056. Fax: (080) 2222 5101. Chandigarh & Panchkula: 
Ph.: (0172) 279 2916. Fax: (0172) 279 0486. Chennai: Ph.: (044) 2815 3916. Fax: (044) 2815 6624 Cuttack: Ph.: (0671) 268 6673. Fax: (0671) 268 6526. Ernakulam: 
Ph.: (0484) 280 5601. Fax: (0484) 280 5615. Guwahati: Ph.: (0361) 234 1040. Fax: (0361) 234 1075. Indore: Ph.: (0731) 252 5680. Fax: (0731) 251 2983. Jaipur: 
Ph.: (0141) 238 7048. Fax: (0141) 236 6109. Kolkata: Ph.: (033) 2249 7471. Fax: (033) 2249 7482. Lucknow: Ph.: (0522) 402 6251. Fax: (0522) 220 9363. Mumbai: 
Ph.: (022) 2493 2071. Fax: (022) 2497 3924. New Delhi: Ph.: (011) 2334 8260. Fax: (011) 2334 8264, Patna: Ph.: (0612) 222 1503. Fax: (0612) 223 9759 Raipur: 
Ph.: (0771) 402 6333. Fax: (0771) 407 0059. Ranchi: Ph.: (0651) 325 4020. Secunderabad: Ph.: (040) 2799 0266. Fax: (040) 27990338 
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P-WATCH 


A bird's eye view of what's hot and what's 


not on the government's policy radar. 





ISM&A REGULATION GOING GLOBAL? 


&A DEALS IN THE COUNTRY 
Mare; in for a dose of regula- 
tion. If the Ministry of Corporate 
Affairs has its way, global M&A 
deals involving assets exceeding 
Rs 500 crore and a turnover in 
excess of Rs 1,500 crore in India, 
will require the approval of the 
Competition Commission of 
India (CCI). 

Says Vinod Dhall, a member 
of CCI: “The present regime is 
very liberal. There are high 





YN3S ONVYVS 


tion in India. The Corporate 
Affairs Ministry is planning to 
introduce this stipulation in the 
Competition Amendment Bill 
which is likely to be tabled in 
Parliament in its next session. For 
those dissatisfied with cci's order, 
there will be room for appeal. 


The Bill seeks to put in place an 


appellate tribunal that will look 
into such issues. 

CCI has led a rather passive 
existence since its inception in 


2003, largely due to a petition 
that challenged the appointment 
of a bureaucrat to head it. Hopefully, this time 
around, if the proposed legislation passes muster in 
Parliament, CCI will be able to flex its muscles. 

RISHI JOSHI 


threshold limits and even when CCI: Will it make a difference in his life? 
there is a domestic nexus, the 

notification to CCI Is voluntary. Globally, in 90 per 
cent of the countries, it is mandatory.” One of the 
Intentions behind this move isto prevent any negative 


fallout, of a merger outside the country, on competi- 


FDINORMS MAY LOOSEN UP 


HE GOVERNMENT PLANS TO LIBERALISE THE FDI 

T sena which is up for review in the next one 
month. What's on the table? A proposal to do away 
with a regulation that lets Indian companies hold their 
joint venture foreign 


RESI Companies to ransom 


when the latter 

๒ m pe l, si be rev- decides to go it alone. 

ICWEG; (0 Improve the DUSINESS On this matter, the 
environment for foreign firms 


Finance Ministry is 
พ Clearer definition of indirect convinced that Press 





foreign holding where sectoral 
Š > า )5 
cap exists eus l, nj ) 
which governs this 
m FDI in organised retail to be ๒ 5 ica: 
reviewe Issue, must cease ro 


exist. The Commerce 
Ministry, however, is 
not blinking. 

Also, the FDI limit 
in single brand retailing (currently at 51 per cent) may 
be raised. The issue of indirect equity in sectors where 
the limit is below 100 per cent (like telecom) will also 
be visited, officials say. 


m More sectors could be moved to 
automatic FDI route 


KAPIL BAJA] 


BAIL OUT FOR SUGAR BARONS 


AVING FACED THE BRUNT OF 

declining prices, owing to 
oversupply of sugar in the mar- 
ket both domestically as well as 
globally, sugar companies are in 
financial doldrums. However, 
unlike in other sectors where the industry has to 
fend for itself in the marketplace, the sugar barons 
can expect some relief from the government, as 
their survival is key to the prosperity of sugarcane 
farmers, a vote base that cannot be ignored by the 
political class. Hence, the Centre is considering a 
slew of sops, including a central excise waiver for 
three years and a debt restructuring package which 
will be formulated by the Finance Ministry over the 
next three months. 

If the Cabinet approves the package, it will be 
the second round of intervention by the govern- 
ment in the sugar business over the last few 
months. In March, it decided to create a two- 
million-tonne buffer. Evidently, sugar appears to be 
a well-hedged business. 





AMAN MALIK 
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Ensuring 10096 connectivity is a challenge for telecom 
t companies with networks reaching far into the rural 
hinterland. it requires a continuous and dependable 
source of power to ensure that the network is available at 
all times for ail customers. Cummins Power Generation 
works with leading telecom service providers in India, 
to provide un-interrupted power for their cell sites. Our 
gensets are designed to world class reliability and 
endurance standards to power thousands of cell sites 
across India. 
Cummins offers integrated power solutions from back-up 
power for critical protection to Power Projects, Power 
Consulting and Rental Power. Your ultimate Plan B! 
To know how Cummins Power Generation can help your 


business visit v 





Toll Free No.: 1-800-2332000 Our energy working for you." 


Enrlstnosend Solutions - Diesel and Gas Gensets | Power Projects | Rental Power | Power Consulting | Power Electronics 
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P-WATCH COLUMN The why, what and how-to of policy making. 





COMFORT, FIRST — —— 
IF YOU HAD A JOINT VENTURE, COULD 
you go back to your partner and 
ask for more money for business, 
when you owed him $2 billion 
(Rs 8,200 crore)? Well, if you 
were a country called Iraq and 
owned Indian companies the 
same amount, you would not only 
seek investments, but also hop 
across, spend a fortnight in this 
pursuit. Of course, for the 
18-member delegation, it was 
anything but painful: Contrast a 
five-star hotel stay in Delhi to rou- 
tine in Baghdad: two-hour power 
supply a day and the risk of death 
looming large. 





BC 


SECURE BUSINESS — 


TELECOM MAJOR HUAWEI'S DREAMS OF 
doing business in the country was 
dealt a body blow a few months 
ago, when security concerns were 
raised—that the company was 
owned by ex-communists who 





were close to the Chinese 
Establishment. Shaking off this 
label is a tough one: so, what 
does the telecom major do? Hire 
Pradip Baijal for advise. Baijal, a 
former TRAI chairman and dis- 
investment secretary, is only too 
comfortable with controversies. 
BC 
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TIME, THE GATEKEEPER WOKE UP 


FEW DECADES AGO, THE DESERT CITY OF DUBAI WAS SYNONYMOUS WITH 
Bun smuggling of gold—a trade that was born out of import restrictions 
in India. The 90s saw the easing of import norms, spelling the death knell 
for the smuggling business. But, of course, not before it launched several 
underworld Mumbai mafia dons, including the fugitive Dawood Ibrahim. 

Earlier this month, yet another trade was born in Dubai on the back of 
monetary restrictions in India—rupee currency futures, which allow for 
betting on the rupee's movement against other currencies. Back home, 
you can at best hedge your exports against a depreciating rupee, or as the 
RBI, the currency market regulator puts it, *crystallised exposure". So, if 
you were far removed from the world of high finance that operates on 
concepts as simple as gambling to complex ones involv- 
ing game theory, the Dubai rupee trade business 
should mean little to you. Right? 

Wrong. Consider: India's integration 
with the world has been vaulting over the ¢ 
last few years. A measure of this is the 
rising trade-GDP ratio—the more we 
trade, both on the imports as well as 
exports front, the more we “glob- 
alise". Currently, this figure hovers in 
the region of 70 per cent, and is grow- 
ing at a pace faster than the GDP. What 
this means is that the apple seller from 
Kashmir might not end up selling more & 
apples if the New Zealand dollar hardens จ 
against the rupee three months down the line. 
Here's why: a hardening dollar should mean that the 
Kiwi exporter would now need to raise the sale price of apple in India so 
as to realise the same dollar. However, a visit to Dubai could convert this 
adversity into an opportunity: the exporter could buy a rupee futures con- 
tract for the entire export value, betting on a softening rupee. For the 
Kashmiri producer, it is a loss of opportunity, solely due to the RBI’s over- 
cautious approach to opening the currency gates. 

The analogy can be extended to the rr hardware industry, where the 
price of the building block, the semi-conductor chips, keeps changing 
every day in the manufacturing hubs, the East Asian markets. Clearly, it's 
advantage foreign IT majors; thanks to the restrictive policy of the RBI. 

It is learnt that the RBI has woken up to the developments in Dubai. 
But that is not enough, for not only must it allow rupee futures trade 
but also implement it quickly. Also, the central bank's worries on the 
currency front can largely be allayed by keeping the settlement of the 
futures trade in rupees. 

Importantly, this will not only provide a level playing field for Indian 
industry by enhancing its competitiveness globally but also set the tone for 
full convertibility of the currency. When that happens, you could actually 
indulge in philanthropy on the streets after a long day of successful deal- 
making by dropping a dollar into the beggar's bowl. 

BALAJI CHANDRAMOULI 











Experience the magic of music 
with Sennheiser Headphones 
Be it power-packed Rock, 
foot-tapping Pop or cool Jazz, 
hi-tech Sennheiser Headphones 
like the PX 100, bring out the 
true spirit of music with 
immaculate bass-rich sound and 
crystal clarity. Now, Sennheiser 
Germany, the creator of the 
world’s most exciting sound 
experiences for over 60 years, 
invites you to plug in to a simply 
‘sound-sational' extravaganza. 
ผล อ เล เล ล ล - Sennheiser Headphones are now 
HD 435 in india! 





Year 
Warranty 





For further enquiries e-mail us at info@sennheiserindia.com or visit our website www.sennheiserindia.com 
For trade enquiries, contact: Kapil +91-98100 97970. 
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Tel. 9810095253, 4254455; I-Store, Tei 9871694129. GHAZIABAD SHIPRA MAU Shine Star, Tel 3999020659 3205664 เว ย SYMPHONY el. 981 6334: LUDHIANA: 
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Also avallable at Croma at Juhu and Malad in Mumbai and at Himalya Mall in Ahmedabad 
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KUSHAL PAL SINGH 





DLF's Singh: New promises to keep 


USHAL PAL SINGH, 75, IS CREDITED WITH ALMOST 
จ handed transforming Gurgaon, a once 
sleepy village on the outskirts of Delhi, into one of 
India's hottest and ritziest residential and commer- 
cial hubs over the last two decades. DLF, his com- 
pany, now has projects and properties in over 30 
cities in India. But his road to success has had 
several twists and tums. From being a recruit of the 
Indian Army, Singh went on to join DLF, which 
was established by his father-in-law, Chaudhary 
Raghuvendra Singh, in the early 70s, and eventually 
assumed control of the company. 

Singh and his company are in the spotlight as 
DLF is all set to hit the markets with the biggest IPO 
in Indian history—depending on the final price, it 
could mobilise up to Rs 9,625 crore. Given that DLF 
is diluting only 10.26 per cent of its equity, the pub- 
lic float will catapult Singh, already a dollar multi-bil- 
lionaire, into the ranks of the richest three-or-four 
Indians on this planet. The DLF stock is also expected 
to become a benchmark for the valuation of other real 
estate companies listed on the Indian bourses. 

However, there are concems as well. Singh's track 
record on corporate governance has been sullied by 
allegations that he has been less than fair to minority 
shareholders in the past. A government investigation 
has since cleared the company of the charges. Says 
Singh in a statement on the DLF website: "DLF 
aims to be a professional and responsive corporate 
entity that positively transforms the quality of life of 
society at large." As the promoter of India's largest real 
estate company, he will now be judged on how he 
redeems that pledge. 

RISHI JOSHI 
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3 million: The number of people employed in India’s 
diamond industry 


| 50 billion (Rs 6,15,000 crore): The amount 
India will have to spend over the next seven-to-eight 
years to bridge the infrastructure deficit 


: Percentage of students seeking education loans in 
India, compared to 85 per cent in the UK, 77 per cent 
in the US and 70 per cent in France, according to 
ASSOCHAM 


(S 4, JLU crore: The amount small and 
medium enterprises (SMEs) in India will spend to 
beef up their internet infrastructure and enhance 
their internet access in 2007, according to an 
AMI-Partners study 


million: The number of carbon-free hydrogen 
vehicles the government hopes to have on Indian 
roads by 2020 


C 


เซ 400 crore: Indian Railways' revenues 
from หั ตระ ด เม ยก traffic ine2006-07 


* per cent: India’s GDP growth rate in 2006-07, 
the highest in the last 18 years 


1 pe million tonne: Amount of cement India 
produced in 2006. Of this, 137 million tonne was 
consumed domestically 


- per cent: India's share of all transactions made 
on Visa cards in the Asia-Pacific region. The country 
has become the largest market for Visa debit and 
prepaid cards in the region, accounting for about 34 
per cent of the company's total customer base of 100 
million in the region 


4( J per cent: The attrition rate in the Indian BPO 
industry 


- million tonne: The total annual domestic 
demand for paper. The total annual domestic 
production is 6.7 million tonne 


pe, 


! ) billion litres: Amount of water used by 
Coca- Cola Company for beverage production last 
year. The company now takes 2.54 litres of water 


five years ago 


-- 
* 





to make one litre of Coke, compared to 3.14 litres & Z 
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developed | 

icali ini 
users to watch live TV 
on their DVB-H-capa | handsets. Kushan Mitra 















HOW IT WORK 


The TV signal is converted into a 
DVB-H signal, which is formatted 
for the small screen sizes of 
cellular handsets using 
specialised hardware. 





This signal is transmitted from a high 
tower. DVB-H signals are independent 
of the cellular network. DD is using its 
Central Delhi transmission tower, to 

cater to people within a 10 km radius. 


The signal is received by a 
handset with a DVB-H 
antenna inside. The handset  . 
owner can flip his screen out 
and watch TV on the go. 





ไอ 29. 
A recent KPMG survey says fraud and misconduct are unlikely to diminish as fraudsters remain undeterred by global boundaries. 
This is giving rise to new threats to the corporate world globally, 
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The survey contains responses from 103 senior executives in North 
America, South America, Europe, Asia, Australia and Africa, who 
are responsible for cross-border investigations within MNCS. 

The key findings are: 

Ninety-two per cent of senior business executives expect the number 
of international investigations to remain constant or increase in the 
coming year; 

Sixty per cent reported that adequate planning of an investigation 
remains key to its success; | 

Thirty-seven per cent of those surveyed have put only limited 
investigation guidelines in place; 19 per cent have no such protocols; 
Eighty-one per cent of those surveyed have adequate technology 
resources to support investigations; 69 per cent said IT proficiency 
is important to a successful cross-border investigation. 

The key challenges faced by executives include cultural, Weg 
and legal differences--part of the difficulty stems from the desire - 
by global organisations. 10 ¢ stabl | ish simila policie 
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"The Government has not ventured into 
sovereign marketable debt issues in 
foreign currency" 


Y.V. Reddy, Governor , Reserve Bank of India, speaking at a conference 
of central bankers in Buenos Aires recently, quoted in agencies 


“India is an interesting market for us. 
The opportunity is mind-blowing" 


Geraldine McBride, President and CEO, Asia Pacific & Japan, 
SAP, in The Economic Times 


“Today, you can get Sprite in any village in 
the country. But you can’t get a microfinance 
loan. We need to learn how to make things 


available to people” 
Vikram Akula, Founder, SKS Microfinance, in The Indian Express 


“You need to divorce the ownership issue 
from management of the company. 
Enlightened owners don’t shoot 
themselves in the foot” 

Azim Premji, Chairman and CEO, Wipro, in Mint 


“I miss it when people come and go. 
It's nice when people stick around and 
it gives us some context" 


Bill Gates, Chairman and Chief Architect, Microsoft, on the fact that the 
players in the industry changed so quickly, in New York Times 


"The idea that you can create services around 
the world with internet and telecom connec- 
tions, that you can do virtually any service, 
fascinates me" 

Krishnan Ganesh, Founder-Chairman, TutorVista, an online education 


company, in Fortune 


“India is *in'—it's gone global. When you have 
one of the world’s fastest-growing economies, 
people become interested in its culture and 
history. And Bollywood films have a unique 
quality that no other filmmakers can produce” 


Akshay Kumar, Actor, on the growing popularity of Bollywood films 
abroad, in The Daily Telegraph 


“Aviation is not an absolute science. It’s not like 
math. It’s about forecasting. Being able to 
adapt and modify is the key” 


Rudy Vercelli, COO, Mumbai International Airport, in The Indian Express 
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Visit www.microsoft.com/india/windowsmobile. To know more sms SMART A/B/C/D/ E 


For further information: i-mate : 011-41523030/90, 41523730. 
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Microsoft 





HTC/Dopod 


Windows Mobile Phones keep your teams connected through the familiar 
Microsoft® Office interface, even when they're on the move. 


E-mails and data are delivered directly into your phone's inbox, through a 
seamless integration with your Microsoft Exchange Server, thus removing the 
need to invest on any additional expensive Servers or Software. Moreover the 
advantage of using Windows Mobile Phones is that your team can access the 
widest range of business applications like Sales Force Automation and Microsoft 
Dynamics CRM 3.0, right on their phone screens. 

in effect you get the lowest cost and most scalable mobile solution by 
utilising your existing infrastructure and investments. And your team benefits 
from increased productivity, faster reaction time and updated access to 
information, thus enabling them to win and close deals faster. 


So go ahead, empower your team with Windows Mobile Phones. 





Exchange Server 


Windows : | 
^; Mobile . 
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to 8888 (A-i-mate, B-O,, C=HP, D=HTC/Dopod, E - Motorola). Available at all leading phone stores. *Motorola 0 is a CDMA phone 
Q.: 9350263618 [Ë]: 1800-4254999, 30304499, ° NTC (HTC/Dopod): 9910193399, (Ü woronoa : 1800-111211, 3902668! 








trademarks of Microsoft Corporation in the United States and/or other countries Features shown in the above devices may vary Terms and Conditions apply. Connected 
software. server hardware, or redirector software). Service plans are required for Internet, WiFi and phone access. These products and services may need to be purc! 4 
programs (such as Microsoft* Office Word Mobile, PowerPoint* Mobile, Excel* Mobile Outlook® Mobile, Mobile CRM 3.0 and Sales Force Automation), featur 
Microsoft does not manufacture any of the devices featured above McCann/MSI 
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CROSSED: By the TV 
Today Network, the 
Rs 200-crore topline 
mark in 2006-07. 
Its revenues have 
grown over 20 per cent to Rs 
202.44 crore (Rs 167.89 crore) and 
its net profit is up 12 per cent to Rs 
31.09 crore against Rs 27.77 crore 
last year. The company has declared 
a dividend of 15 per cent. 


ALLOWED: By the Reserve Bank 
of India, investments—in foreign ex- 
change-traded funds, ADRs and 
GDRs—by domestic mutual funds. 
The fund houses can also invest in un- 
listed overseas securities, an RBI 
notification said. 


INTRODUCED: By TRAI, a regu- 
lation that imposes a fine of Rs 500 
on telemarketers for unsolicited calls 
to subscribers who have listed their 
phone numbers with the National Do 
Not Call Registry. The calling com- 
panies will be given a warning the 
first time. The fine will be imposed for 
a second offence. 


LAUNCHED: On the Dubai Gold & 
Commodities Exchange, the first-ever 
exchange-traded futures contracts in 


Indian rupees, thus, giving investors a 
chance to hedge against risks. The 
contracts, linked to the future value of 
the rupee and settled in euros, will be 
outside the jurisdiction of RBI. 


APPOINTED: In five public sector 
banks, new CEOs. K.C. Chakrabarty, 
CMD of Indian Bank, took over as 
CMD of PNB; T.S. Narayanasami, 
CMD of IOB, now heads Bank of 
India; Alok Mishra, ED of Canara 
Bank, took over as CMD of Oriental 
Bank of Commerce; UCO Bank's ED 
S.A. Bhatt moved to Indian Overseas 
Bank and Indian Bank’s ED M.S. 
Sundar Rajan now heads the bank. 


CROSSED: By 
GSM mobile opera- 
tors in India, the 
130-million sub- 
scriber mark in May. 
Bharti Airtel retains 
its #1 position with a share of 31.2 
per cent. Hutchison Essar, in which 
the UK-based Vodafone (CEO Arun 
Sarin pictured here) recently acquired 
a majority stake, has become the #2 
GSM player in the country with a 
share of 22.36 per cent, displacing 
PSU operator BSNL which came in 
next with 21.48 per cent. 





INDIA'S BANE: LOW PRODUCTIVITY 


D Indian workers are leas productive 
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Q&A 


“Rules limiting 
our growth” 


HIL HESTER, SENIOR VP AND CHIEF 

Tecbnology Officer of computer 
chip maker AMD, was in India 
recently. He spoke to Business 
Today's Rahul Sachitanand on the 
semiconductor market. Excerpts: 


What are the trends in the semicon- 
ductor market? 

The applications that people run 
are getting much more media-rich; 
e-mail and spreadsheets are not go- 
ing away but you're seeing the emer- 
gence of a generation of rich-media 
content such as 3D gaming, etc. The 
microprocessor that goes into the 
next generation client (notebook 
or desktop) needs to be optimised 
for this new environment. 


What are the primary challenges for 
chip designers? 

The prevalent challenge is power 
per Watt per dollar. If I design a 
server that has 50 per cent better 
performance, but uses 50 per cent 
more power, I have achieved noth- 
ing. On the other hand, if I develop 
one that has 10 per cent lower per- 
formance but 50 per cent better 
economy, I can deploy it elsewhere. 


How important is India to AMD? 

A lot of the work on our Fusion 
chip will be done out of India. The 
limitations to our growth here are 
not due to a talent crunch, but due 
to government regulations, which 
prevent AMD from bringing some 
work to India and, instead, com- 
pel us to look at Russia or Israel. 
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Global Economies: What Lies Ahead 

The annual World Bank report predicts that higher interest rates and emerging 
capacity constraints will slow down the very fast growth rates of developing 
countries. The global growth will fall from 4 per cent in 2006 to around 3.5 per cent 
in 2009. This realignment could also temper some of the positive global financial 
conditions that have prevailed in many developing countries over the past 

four years. 


The global outlook in summary 
Percentage change from previous year, except interest rates and oil price. 





World trade volume N.A. 5.8 76 102 75 82 739 
Consumer prices 

G-7 countries*^ NA. 3.6 25 26 1.6 17 17 
ชา ร ศั ร พะ ร ส ส ด 5842232 16015 1 ร 
Commodity prices ($ terms) 

Non-oil commodities 6.0 -1.8 134 247 63 -86 -84 
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Thailand 15 61 — 45 53 45 45 50 





Russia NA NA 64 67 63 56 58 
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Egypt 6.0 49 45 69 53 54 60 
เพ ล ณะ น วะ S8 50 4.45 
South Asia 37 54 s — 86 79 75 72 
แล EC FSET | OSE © TU A no 33 
Pakistan 5.9 5.1 78 66 64 63 61 
Sub-Saharan Africa 43 21 58 56 58 58 54 

Developing countries 
excluding China and India 6.5 22 52 59 53 50 49 


Note: PPP = purchasing power parity; e = estimate; 1 = forecast; NA = not available. 

a. Canada, France, Germany, Italy, Japan, the United Kingdom, and the United States; 

b. In local currency, aggregated using 2000 GDP weights; 

c. Simple average of Dubai, Brent, and West Texas Intermediate; 

d. Unit value index of manufactured exports from major economies, expressed in US dollars; 
e. GDP in 2000 constant dollars, 2000 prices and market exchange rates; 

f. GDP measured at 2000 PPP weights. 
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Dr. Anish Naware 
Leading Dental Specialist 


"For better 
cleaning 
than this, 
you will 
have 


Abus ae ak ee ol 
ate 
D 


MOTION 


to visit 


Cole 


my clinic." 





"It always amazes me how so many 


people cannot brush their teeth in the 


proper manner. I'd wonder if a solution 


was possible? 


Then I discovered battery-operated 


toothbrushes. Their battery-powered 


dual heads oscillate with high speed in 


opposite directions to give you flawless 


brushing. And remove plaque and 


particles you may not even see or feel 


in your mouth." 
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Presenting Colgate 9” 


Motion, the battery- 


Dual 
operated toothbrush that J ต ก. 


heads 
delivers cleaning like never-before. 


With Colgate Motion it is almost 


impossible to do it wrong! 


Colgate Moron» 





BATTERY-POWERED TOOTHBRUSH 


Only a dentist can clean better 
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Southern Seduction 


PE investors are a rage in small town south India. NITYA VARADARAJAN 


ABARE INTERNATIONAL IS 
a home furnishings com- 
pany that operates out of 
Karur, tucked away in 
the hinterland of Tamil 
Nadu. Like many of the family- 
run businesses in such towns, 
Sabare has been growing with a 
prudent mix of promoter contri- 
bution and debt. Then one fine 
day, a new opportunity came 
knocking, in the guise of private 
equity. Result? In June 2005, 
Kotak Private Equity pumped Rs 
30 crore into this little-known 
company. "The scope for lever- 
aging with debt is limited, and 
many promoters are now realising 
the advantages of equity," says 
Nitin Deshmukh, Head, Kotak 
Private Equity. 

Sabare, Karur and Kotak are 
not exceptions. Across a broad 
swathe of towns in south India 
Erode, Karur, Salem, Trichy and 
Coimbatore—private equity (PE) is 
finding some very unlikely takers. 
Opening their balance sheets to 
strangers are a rash of promoters of 
hitherto low-profile, conservatively- 
run businesses that range from edi- 
ble oils to apparel to poultry. For in- 
stance, the Avinashi-headquartered 
sp Apparels has secured funding of 
Rs 36 crore from New York Life. 
Asian Dhall of Salem has also 
pulled in Rs 36 crore from Saif 
Partners. And KPR Mills from 
Coimbatore has attracted three PE 
investors (Blue River, Argonaut 
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Ventures and Brandot International) 
and Rs 105 crore. 

There's good reason for the 
PE rush. “Valuations have gone 
up significantly because of the 
Sensex touching historic heights, 
and even small-town companies 
are being tempted to encash 
value," "says K. Ramkumar, 
Regional Head South (Investment 
Banking), Religare Securities. 
Another reason for leaning on 
private equity is the real- 
isation that to remain 
small forever would 
relegate one to obliv- 
ion. It is, however, 
not an easy decision 
to make, as the fear 
of losing control 















looms large. But, as B. Soun- 
dararajan, 46, Managing Director, 
Suguna Poultry, explains: *I keep 
telling others who come to me 
for advice that as long as they 
are ethical and transparent, there 
is little to fear." Soundararajan 
recently offloaded 5 per cent of 
his holding in favour of IFC 
Washington for Rs 49 crore. 
Soundararajan, a first-genera- 
tion entrepreneur, initially had his 
inhibitions. But his growth am- 
bitions overruled those fears. 
Last year, Suguna Poultry, 
which five years ago had 
shifted its headquarters 
from a small town called 
Udumalpet (in Tamil Nadu) 
to the city of Coimbatore, 
showed a net profit of Rs 
75 crore on sales of Rs 1,400 
crore. Soundararajan 
wants to take the 
^7» turnover up to Rs 
3,000 crore by 
2010. This calls 
for a capital ex- 
penditure of 
some Rs 600 
crore. Clearly, 
the promoter 
couldn't be too 
choosy about 
where the 
funds came 
from—as long 
as they came. 
“IFC has a deep 
exposure to agri- 


SP Apparels' P. Sunder Rajan 





businesses globally and is in a po- 
sition to bring some value-addi- 
tion to the table through its tech- 
nical team," says Prasad Gopalan, 
Head of the Chennai office of irc. 

Another first-gen businessman, 
S. Susindran, Managing Director, 
Sabare International, put it very 
simply. “I have a burning ambi- 
tion to grow.” Susindran started 
by sourcing supplies of home fur- 
nishings to global retailers, then 
got into manufacturing and is 
currently in the midst of a major 
expansion programme that involves 
Rs 209 crore. Before Kotak Private 
Equity funding, the company’s 
turnover was Rs 153 crore. In one 
year (2006) it jumped to Rs 330 
crore and Susindran is confident 
of touching Rs 1,000 crore by 
2010. “In the interest of growth, 
you should sacrifice some ego,” 
quips Susindran. 

Along with funding comes visi- 
bility, which isn’t a bad thing in a 
branded business. Says Stanley 
Jyotiraj, Chief Financial Officer, 
SP Apparels: “It is true we did not 
care for visibility or publicity in 
the past. But with our acquisi- 
tion of Crocodile brand outlets 
from Shivram Associates, we 
decided that visibility was what we 
needed." The PE funds were needed 
to transform the company into an 
integrated player, with owned out- 
lets to boot. The Rs 265-crore 
company is investing Rs 350 crore 
for its manufacturing and retail 
outlet facilities and had recently 
bought out a brand called Natalia, 
which specialises in western 
women's wear. 

Clearly, it’s not only money 
that a PE player brings along. As 
Susindran points out: “Concepts 
such as corporate governance, 
employee stock options, even con- 
ducting board meetings, and 
hiring professionals are new to 
small-towners like us. We can’t 
go for a crash course, but a PE 
partner can help us.” 





Sw dE EC SS PEA CST - 
M&A Tangle 


An Idea-Spice merger may 
have fallen through—for now. 


AS IT BEEN A CASE OF A TELECOM 
Hs being so near but yet so 
far? That could well be the case as 
far as the proposed merger between 
Idea Cellular and Spice Com- 
munications goes. What started off 
as a serious round of negotiations 
seems to have fallen through, say 
sources, on account of valuations 
and Spice's demand for a higher 
stake in the merged entity. 

On the face of it, the deal would 
have made good business sense for 
both the sides. Spice operates in 
two circles—Karnataka and 
Punjab—which seem to fit well into 
the existing operations of Idea. The 
Aditya Birla Group-owned Idea 
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roughly three-a 

$35 million (Rs 143.5 S aeos 
Amtek has paid out for the pur- 
chase. JLF is. to report 
sales of $75 million (Rs 307.5 








Spice’s Modi: Looking for an idea 


Cellular provides services in 11 cir- 
cles. Spice, between its two circles, 
has a total subscriber base of just 
over 3 million with Punjab alone 
accounting for over two-thirds of 
that. Idea’s subscriber base recently 
crossed the 15-million mark. 


sein ia sy Kar k 
to te 
plans to shift all of JLF's UK assets to 
its Sanaswadi plant near Pune, 
which would add an incremental 
capacity of 20,000 tonnes to its ex- 
isting aluminium foundry in Pune. 
“The total installed capacity after 
addition of these lines will go up to 
40,000 tonnes,” adds Karne. 

— PALLAVI SRIVASTAVA 
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It is gathered that Spice wanted 
a 13-14 per cent stake in the 
merged entity which was not ac- 
ceptable to Idea. When contacted, 
Sanjeev Aga, Managing Director, 
Idea Cellular, declined to comment. 
Interestingly, Spice Communications 
had filed its offer document with 
the Securities and Exchange Board 
of India (SEBI) for a Rs 600-crore 
issue. B.K. Modi, Chairman, Spice 
Communications, declined to take 
any questions on the issue or the 
deal with Idea citing the silent 
period, which prohibits the com- 
pany from making any comments. 
Meanwhile, media reports have 
suggested that Aircel Cellular— 
where Malaysia's Maxis holds a 74 
per cent stake—apart from Spice 
and Idea are in dialogue for a three- 
way merger. According to V.K. 
Sharma, Director & Head of 
Research, Anagram Stock Broking, 
it could get difficult for smaller play- 
ers like Spice. “They have limited 
time at their disposal. If their market 
shares in these circles start falling, it 
will have an effect on their valua- 
tions and to that extent, it will make 
sense to align with a larger player," 
he says. Watch this space. 
KRISHNA GOPALAN 


WF LS co ก DS 
People 
Pressure 


No-poaching pacts will have 
mixed results in a fast market. 


ESPITE THE APPARENT SERENITY 
Der its verdant 80-acre head- 
quarters, people pressures continue 
to hound top execs at technology 
bellwether Infosys, with the com- 
pany recently putting in place a 
tweaked no-poaching pact to try 
and rein in its attrition rates. While 
broad no-poaching deals have been 
in place between companies across 
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high-growth industries such as IT, 
retail and hospitality, Infosys has 
put in place a much narrower pro- 
gramme to prevent employees 
moving to “named competitors” 
and working on the same client 
engagement for a period of six 
months. “This move was triggered 
by one of our business units and 
the need for confidentiality of cus- 
tomer data and IP created during a 
client engagement,” says T.V. 
Mohandas Pai, Member of the 
Board and Director, HR at Infosys. 
While many tech firms have infor- 
mal no-poaching deals between 
themselves (which aren't legally 
enforceable, according to critics), 
determined techies have contin- 
ued to find ways to dodge them. 

Incidentally, despite being per- 
haps the most preferred employer 
for thousands of code jocks, Infosys, 
like many of its peers, continues 
to struggle with climbing attrition 
rates. For the quarter ended March 
31, 2007, Infosys' attrition rate 
stood at 13.7 per cent compared to 
11.2 per cent for the correspon- 
ding period in the last fiscal. 

Despite offering competitive 
salaries and an opportunity to train 
at its swanky Infosys Leadership 
Institute, Mysore, Infoscions con- 
tinue to be lured to domestic and 
multinational competitors, happy 
to pay top dollar for their serv- 
ices. “People are our most valuable 
resource and we invest heavily 
($700 million in 2006) in upgrad- 
ing their technological and mana- 
gerial skills. We believe that we're a 
preferred employer in the Indian 
market," says Kevin Campbell, 
Group Chief Executive (Out- 
sourcing), Accenture. Like many 
other multinationals, Accenture 
has grown rapidly in India, from 
zero to 27,000 employees this 
year, with plans to reach 35,000 by 
August 2008. 

While a company like Infosys 
sifts through over a million Cvs 
annually (and hires around 


DEEPAK G. PAWAR 





Infosys' Pai: Stemming attrition 


20,000-30,000), its status as the 
most preferred employer in the 
IT industry is clearly under threat. 
*We're perhaps the only player 
in the top five without a no-poach- 
ing pact, but this has had no im- 
pact on our growth and our stand- 
ing as a preferred employer," says 
a Cognizant spokesperson. Infosys 
may be feeling people pain most 
acutely in specific areas such as 
mid-management and certain tech- 
nical roles, say headhunters. 
*Project managers are perhaps the 
most sought after resource in the 
IT industry and Infosys has strug- 
gled to keep its flock together," 
says Kris Laxmikanth, Chief 
Executive Officer, Headhunters 
India, a Bangalore-based HR 
consultancy. 

With the rr industry expected to 
face a shortage of 500,000 peo- 
ple over the next few years, life is 
unlikely to get any easier for Pai & 
Co. anytime soon. 

RAHUL SACHITANAND 
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Here's th 
Money, Honeys 


India Infoline poaches big 
time from a foreign brokerage. 


HEN NIRMAL JAIN FLAGGED 

W off India Infoline in 1995 
with the slogan, “It’s All About 
Money, Honey," he wasn't kid- 


ding. It's still about money—loads 
of it. Last fortnight, India Infoline 


was the hot buzz on the Street when 
four senior executives from foreign 
brokerage CLSA quit to join the 
Indian share shop. It’s not just the 
phenomenon of MNC employees 
joining an Indian firm that was 
surprising. The numbers involved 
too are eye-popping. 

“Bharat Parajia, Head of Sales, 
CLSA Singapore; H. Nemkumar, 
Country Head, CLSA India; Vasudev 
Jagannath, Head of Sales, CLSA 
India; and Aniruddha Dange, Head 


Not All in the Family 


A private equity player appears set for a foothold in Patni. 


ATNI COMPUTER SYSTEMS, INDIA’S 

sixth largest IT services com- 
pany, looks set to have some new 
investors. Rumours have been rife 
that two of the Patni brothers, 
Ashok K. Patni and Gajendra K. 
Patni, who hold 14.79 and 14.42 
per cent as of March 31, 2007 
respectively in the company, are 
selling their stake to foreign 
investors. Replying to an e-mailed 
questionnaire, Narendra K. Patni, 
Chairman & CEO, Patni Computer 
Systems, says: “AKP and GKP are 
large shareholders, and like any 
other shareholder; they are free to 
sell their shares. In fact, they have 
been selling shares in the market 
from time to time and have sold 
approximately 6 million shares 
since the PO.” The Patni family 
controls 44 per cent of the com- 
pany, whilst foreign institutional 
investors hold 22 per cent. 

The Chairman made it clear 
to BT that he wasn’t averse to 
investment, via private equity. 
“Leading global private equity 
firms have shown an on-going 
interest in the company. If and 
when a stake becomes available, I 
believe that the right PE investor 
could help build an unparalleled 
platform for value creation. The 
investor could add substantial 
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Narendra Patni: New churning 


value to the company through 
their experience and the iT 
business that could be generated 
from their portfolio companies," 
explains Patni. 

Names of PE players like the 
Carlyle Group and the UK-based 
Apax Partners have been doing 
the rounds as possible suitors. 
Carlyle officials in India refused to 
comment, and Apax, which 
recently started its India opera- 
tions, wasn’t available for com- 
ment. Ashok Patni, Executive 
Director at the company, insists 
that there’s too much speculation 
and “I am not willing to comment 
any further on the issue.” 
However, a new partner at Patni 
appears only a matter of time. 

ANUSHA SUBRAMANIAN 


of Research, CLSA India, will be join- 
ing India Infoline to ramp up the 
brokerage’s institutional business,” 
says Nirmal Jain, CMD, India 
Infoline. “I know all the four and it 
was not an effort to convince 
them.” The four wouldn’t have 
needed much convincing, what with 
each of them being offered Rs 11 
crore as a signing bonus! That’s not 
all. The company will issue a total of 
90 lakh preferential equity war- 
rants at Rs 440 each to the four. Of 
these, 25 lakh shares each will be 
allotted to Parajia (he already owns 
2.88 per cent in the company) and 
Nemkumar. Jagannath and Dange 
will get 20 lakh shares each. This 
will dilute the company’s equity by 
15 per cent. For the year ended 
March 2006, India Infoline showed 
net profits of Rs 52 crore on sales of 
Rs 286.72 crore. 

Says Jain: “It a win-win situation 
for all of us. We are trying to 
emerge as a full financial services 
house and the four new recruits 
will help us in building a team that 
will offer wealth management, 
investment banking and institu- 
tional broking services. For them it's 
a new lease of life, with an oppor- 
tunity for each to build a business of 
his own." Currently the institu- 
tional pie accounts for just 1-2 per 
cent of India Infoline's total sales. In 
2-3 years, Jain wants it to be as big 
as the retail business, which 
accounts for 60 per cent of the 
company's revenues. 

Clearly, financial services—par- 
ticularly the equity markets—is 
where the action is, and firms are 
willing to pay big bucks for the 
right people. Recently, IP Morgan 
poached executives from Citibank, 
DSP Merrill Lynch, Enam Financial 
and I-Sec. JP Morgan is expanding 
its equity business in India. 
Meantime, private equity players 
have been buying into Indian bro- 
kerages like Anand Rathi Securities, 
Geojit Financial Services and 
Fortune Financial Services. 
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Interestingly, DSP Merrill Lynch has 
already acquired 12 per cent in 
India Infoline. Jain is quick to rub- 
bish rumours of him being keen 
to cash out of India Infoline. "It's 
my baby and I will grow on my 
own." But then again, it may just be 
all about money, honey. 

MAHESH NAYAK 


Ig a go Saree eS 
MR's 
Energy 


Airports are its bread, and 
power its butter. 

T'S BEEN HITTING THE HEADLINES 

for its high-profile projects in the 
airports sector. The Bangalore-based 
GMR Group is developing a mint- 
new, world-class international 
airport in Hyderabad, even as it 
goes about revamping New Delhi's 
Indira Gandhi International Airport. 
Both these are indeed big-bang proj- 
ects, involving an estimated outlay 
of Rs 8,400 crore, but airports isn't 
the only infrastructure sector in 
which the GMR Group has some 
big irons in the fire. There's also 
power, in which the group has al- 
ready commissioned some 830 MW 
(with three projects), four more 
projects with a total capacity of 
2,350 MW are being implemented, 
and bids have been placed for 
another 1,200-1,800 MW in five 
states. Last fortnight, the group's 
power ambitions got a boost when 
GMR Energy, a subsidiary of GMR 
Infrastructure, signed a Memo- 
randum of Understanding (MoU) 
with the Government of 
Chhattisgarh for implementing, 
operating and maintaining a 1,000 
MW coal-based thermal power plant 
in the state. Says K.V.V. Rao, 
Director, GMR Energy: "Like air- 
ports and roads, power continues to 
remain the core of the group." Adds 
Shriram lyer, Head of Research, 
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Edelweiss: “They have always been 
in power development. But it’s been 
overshadowed following the huge 
assets in the other segments, espe- 
cially airports.” The group has 
estimated an investment outlay of 
Rs 12,000 crore over a period of 
five years. 

GMR is currently in the process 
of identifying a project site, after 
evaluating proximity to coal mines 
and the transmission corridor. The 
government of Chhattisgarh will 
provide all necessary assistance 
towards the development of the 
project and also extend all incentives 
which other industrial projects in 
the state receive. One important 
aspect of the agreement is that the 
government of Chhattisgarh will 
have the first right of refusal over 5 
per cent of the power generated at 
variable cost, with an option to buy 
up to 30 per cent. The rest of the 
power generated will be sold at the 
market price. GMR plans to invest up 
to Rs 4,500 crore to develop the 
project over the next 36-40 months. 
It would have to bring in 30 per 
cent equity, while the balance would 
be through debt. 

The huge gap in power supply 
has resulted in a number of Indian 
diversified conglomerates ventur- 
ing into power. These include, other 
than the GMR Group, the GVK 
Group, Lanco, Jaiprakash and 
Sterlite. GMR, for its part, is hun- 
gering for more. Like Tata Power 
and Lanco, which have bagged bids 
for ultra-mega power projects— 
plants with capacities of 4,000 Mw 
each—GMR, too, is keen to get into 
this big league. “We also plan to 
bid for ultra-mega power projects. 
GMR will also foray into Nepal for 
generating hydro-power and in 
future will also enter the power 
transmission vertical,” says Vijay 
Vancheswar, Group Head & Vice 
President (Corporate Com- 
munication), GMR Group. He adds 
that nuclear power generation is 
also on the cards. 


G.M. Rao: Mega plans 





A POWER-PACKED BLUEPRINT 
Power projects of GMR. 


m 200 MW plant in Chennai; commenced 
commercial operations in 1999. 
m 220 MM plant in Mangalore; commenced 
commercial operations in 2001. 
m 388.5 MW plant in Vemagiri (Andhra 
Pradesh); recently completed. 
m 140 MW hydroelectric plant on the river 
Alaknanda in Uttaranchal. 
m 1,050 MW coal-based plant in 
Angul/Dhenkanal districts of Orissa. 
m 160 MW hydroelectric project in Tallong 
district of Arunachal Pradesh. 
m 1,000 MW coal-based plant in 
Chhattisgarh. 
m Maharashtra: 2 projects 
m Punjab: 2 projects 
m Chhattisgarh: 1 project 
m Haryana: 1 project 
a UP: 1 project 






Today, the power vertical 
accounts for 23-24 per cent of the 
group’s revenues; by 2012 power 
will account for over 30 per cent of 
revenues. “We are presently eval- 
uating possibilities of raising 
money which could be through 
the process of debt and equity. 
The decision should be made 
soon,” says Rao. An initial public 
offering (IPO) for GMR Energy may 
be an option. If it is, that could be 
one ultra-mega IPO. 

MAHESH NAYAK 
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THE WORLD'S FIRST QUAD-CORE PROCESSOR FOR MAINSTREAM SERVERS. 
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Based on the ultra-efficient Intel" Core" microarchitecture it's the ultimate solution for managing runaway 
cooling expenses. Learn why great business computing starts with Intel inside. Visit www.intel.com/in/xeon 
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Wipro's Son Rise 


Rishad's appointment clears the air over succession plans. 





Rishad Premji: Soft launch 


N JUNE 4, WIPRO, THE 

Bangalore-based soaps-to- 
software company, finally put to 
rest swirling speculation over suc- 
cession plans for Azim Premji, its 
62-year old Chairman, when it 
announced that his elder son, 
Rishad, 30, would join the com- 
pany at the end of the month. 
Rishad will initially work in the 
financial services vertical (under 
the supervision of Girish Paranjpe, 
a Wipro loyalist). Pratik Kumar, 
Executive Vice President (HR), 
Wipro, says: "It is only logical," 
that Rishad will eventually move 
on, from being just an employee, 
to the company's board as a 
director. *Rishad Premji is going 
to join Wipro at a level commen- 
surate with his background and 
experience. His joining has been 
approved by the Board and is sub- 
ject to shareholder approval. This 
is required statutorily because he 
is a relative of a Director," a com- 
pany statement read. Much like 
his media-shy father, Rishad too 
steered clear of making any media 
appearances, once his decision 
was made public (with the com- 
pany's PR machinery even turn- 
ing down requests for handout 
pictures), instead letting senior 
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managers such as Kumar do all 
the talking. 

While Wipro's had half a 
dozen vice-chairmen in the past, 
including the flamboyant Vivek 
Paul—who was also CEO of the 
firm's global rr operations before 
moving to private equity giant 
TPG Group two years ago—Azim 
Premji has had a keen interest in 
the day-to-day functioning of the 
company. "It's unlikely that 
Rishad will be catapulted into the 
top spot or even into a senior 
management role quickly. It's 
likely that he will be given time to 
understand the nuances of the 
business before being pitch-forked 
into prominence," says Sridhar 
Mitta, Founder and cro of e4e, 
an IT solutions and products com- 
pany, and former President of 
Wipro. According to Kumar, 
“Rishad could join Wipro's Board 
eventually, but at this moment 
there is no plan for this and we 
reiterate that such a move has 
nothing to do with Premji's suc- 
cession." While the senior Premji 
has been chairman of Wipro for 
nearly four decades, he seems to 
have chosen the ideal industry for 
Rishad's initiation into the com- 
pany. Beginning with his MBA at 
Harvard Business School, Rishad 
has had a strong finance focus, 
completing his stints first at GE, 
before his last spell as a business 
development executive at con- 
sulting giant Bain & Co.'s London 
office. Interestingly, the senior 
Premji has sought to demarcate 
ownership from management in 
the past, repeatedly telling the 
media that *you're confusing 
management with ownership." 
There's little room for such 
confusion now. 

RAHUL SACHITANAND 
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Don't Searc 
Just Dial 


Call for information, but st 
some too. 


HE NEXT TIME YOU CALI 

Dial for some information 
sweet little voice on the other « 
the line makes a plea for your : 
phone number and e-mail ad 
please don't say: "I'd rather nc 
it." Just give it. The tele-inf 
tion provider, which is present 
Cities, receives on an average 
than three million enquirie 
month nationwide. And 11 
after Just Dial was flagged off, 
and more callers are beginni 
realise the virtues of providir 
operator with their own deta 
V.S.S. Mani, Founder & MI 
Dial, explains: “Till date, we 
never ever given out our datab 
telemarketers, but we just 
have the time to explain it to r 
over the phone." 

Well, this is how it really v 
When you call Just Dial, it is o 
to inform the establishment/s 
provider about your inquir 
Mani puts it: "Our revenues 
from sponsored customers 
sponsored customers need t 
tangible results. Our sole purp 
being is to help people out 
information, the end result of 
leads to sales for our paying cli 


Just Dial's Mani: Right call 
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Introducing Civic K VA 


Take excitement to a new high 


It's time to turn the roads into runways. 
Get behind the wheels of the new Civic 1.8V 


and take-off to a higher state of exhilaration. 
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exclusive in 1.8V 


» Mono-form Design * Integrated Console 
« Automatic Climate Control 

« 6 CD In-dash MP3 WMA* I32 PS Power 
๑ 175 Kg-m Torque * S-AT with Paddle Shif 
๑ Double Wishbone Rear Suspension 


« Dual SRS Airbags * ABS, €BD & Brake A 





Take a test flight, today! 


www.hondacarindia.com 


NORTH: DELHI - Courtesy Honda, Okhla: 39870600 Prime Honda, Patparganj: 42141414-8; Ring Road Honda, CP: 23704000/1. Motinagar: 42597000, Peeragarhi: 25483900 
Southend Honda, Badarpur: 40621212 Greenpark: 26536476/96; GHAZIABAD - Prime Honda 4374141-5; GURGAON - Ring Road Honda: 4077000: AMRITSAR - Prestig 
Honda: 0183-3067777; CHANDIGARH - Prestige Honda: 0172-3067777; JALANDHAR - Prestige Honda: 0181-3067777; LUDHIANA - Prestige Honda: 0161-3067777 
PATIALA - Prestige Honda: 0175-3067777: KARNAL - Prestige Honda: 0184-3067777: AGRA - Heritage Honda: 0562-2641560; KANPUR - Pushp Honda: 0512-2544600 
LUCKNOW - Fortune Honda: 0522-2200701; DEHRADUN - Divine Honda: 0135-2645001-04: JAIPUR - Pink City Honda: 0141-3106804-08: WEST: MUMBAI - Arya Honda 
Worli: 24388686: Hallmark Honda. Navi Mumbai 9819672330; Ichibaan Honda, Andheri(W): 26744350 Chembur: 25202212-16; Kalina: 26546000: Lower Parel(W): 24910102; 
Linkway Honda, Andheri(E); 9819293334: Goregaon(E) 9223547088; PUNE - Deccan Honda 9822600700; AURANGABAD - Deccan Honda 9873344302 
KOLHAPUR - Riverside Honda: 2669494: NAGPUR - Bhavya Honda: 2557088; NASHIK - Rushabh Honda: 0253-2388100/200/300; GOA - Coastal Honda 9823298505 
AHMEDABAD - Landmark Honda: 9879616733 SURAT - Bhavya Honda: 9825126685: RAJKOT - Landmark Honda: 9825045801: VADODARA - Kamdhenu Honda 
9227151122/33; BHOPAL - Abhikaran Honda: 9893698883 INDORE - Abhikaran Honda: 9893041888: RAIPUR - Shubh Honda: 9993574000; SOUTH: CHENNAI - 
Capital Honda, Airport GST Road 3940460001; Sundaram Honda. Mount Road 9940104756; COIMBATORE - Sundaram Honda 2449303; MADURAI - Sundaram Honda 
4343458. BANGALORE - Dakshin Honda. Hosur Road 9880421212; Lavelle Road: 22969811: Whitefield Honda, Whitefield Road: 9844272092: 
MANGALORE - Peninsular Honda: 9243309999 SECUNDERABAD - Sundaram Honda: 9849661500 VIJAYWADA - Sundaram Honda: 9849725556 VIZAG - 
Sundaram Honda: 9849120325; CALICUT - Peninsular Honda: 9895399000, COCHIN - Peninsular Honda 9895199000; TRIVANDRUM - Peninsular Honda: 9895299000 
EAST; KOLKATA - Imperial Honda: 033-22896801-04. Windsor Honda 033-25250929-31; BHUBANESWAR - Highway Honda: 0674-2463522-23 
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Apart from its core function of just 
giving out numbers and addresses of 
specific establishments, Just Dial 
also offers a plethora of services 
through its vendors; these include 
offers on electronic products, travel 
packages, medical services and 
moving and packing services. 
Boasting a turnover of Rs 100 
crore, a database of 2 million busi- 
ness records and 10 million regular 
users, along with 2,700 employees 
across 12 Indian cities, Just Dial 
has come a long way. In 1996, 
Mani landed in Mumbai with ล 
princely sum of Rs 50,000 to find a 
home and an office space. Both 
weren't easy to find. What Mani 
did find were generous relatives, 
who offered him an empty flat in 
one of the city's far-flung suburbs, 
rent-free. Mani soon after succeeded 
in renting a 25-square feet office in 
Mumbai’s financial district, Nariman 
Point, for Rs. 5,000 a month. 
Mani was a part of the trio that 
started the now all-but-defunct 
Delhi-based ‘Ask Me’ service. “We 
were much ahead of the times. 
Those were the days when people 
had to wait years to get phone con- 
nections. The idea was good and 
well-appreciated, but we didn’t see 
any financial gains from it,” he says. 
One of the invaluable lessons he 
was taught during his experience 
at Ask Me was that the phone num- 
ber for his new service would simply 
have to be the easiest one to 
remember. Enter 8888888. Today 
the number is no longer seven 
eights, but 39999999—and here’s 
the best part—irrespective of which 
city in the country you are calling 
from, the number remains the same. 
In mid-March, Just Dial took 
on an online avatar, somewhat be- 
latedly one could argue. But Mani 
says he’s already getting page views 
of 220,000 per day, which he 
expects to take up to 1 million by the 
year-end. But this seems one business 
model that works best with voice. 
DEEPTI KHANNA BOSE 


Georgia on 
Your Mind? 


An American university gets 
ready to operate out of AP. 


r COULD WELL BE THE FIRST 

foreign university to set up a cam- 
pus and award a foreign degree in 
India. Some 31 months after officials 
from the Andhra Pradesh govern- 
ment and the Atlanta-based Georgia 
Institute of Technology (Georgia 
Tech in quick-speak) established 
contact, the two sides succeeded in 
hammering out a memorandum of 
understanding (on June 5). “We 
need to globalise our education and 
meet the staffing needs of many of 
the global corporations that were 
moving their operations to this 
region,” explains Gary B. Schuster, 
Provost & Vice President for aca- 
demic affairs at Georgia Tech. Chiet 
Minister Y.S. Rajashekhara Reddy 
had reason to rejoice considering 
that Georgia Tech has chosen the 
state over Karnataka and 
Maharashtra. “Other than a proac- 
tive government, we were satisfied 
with the infrastructure support and 
the scope to expand,” says Vijay 
K. Madisetti, Professor, Georgia 
Tech. The university is to be allotted 


20 acres near Hyderabad and 70 
acres in Andhra’s port city of Vizag, 
some 800 km away from the capital. 
Georgia Tech (a state university 
that’s not-for-profit), which also 
intends to partner with local uni- 
versities, will offer Masters and PhD 
programmes. 

Other than that it hopes to 
undertake joint research pro- 
grammes with local industry and 
local universities. 

“The operating budget for the 
campus would be $10-20 million 
(Rs 41-82 crore) annually,” says 
Madisetti. Perhaps the university 1s 
eagerly awaiting some clarity on 
the conditions under which foreign 
universities could operate in India. 
Such guidelines could emerge once 
the Foreign Educational Institutions 
(Regulation of Entry and 
Operations, Maintenance of Quality 
and Prevention of Commer- 
cialisation) Bill, 2007 is introduced 
in Parliament, and duly gets 
debated. For the moment, the 
university has set in motion the 
process of seeking approvals from 
the All India Council of Technical 
Education (AICTE) to commence its 
academic programmes, which local 
officials expect could begin from 
early 2009. 

E. KUMAR SHARMA 


CM Reddy (centre) with Georgia's Schuster (extreme left): New lesson 











National Mineral Development 


(A Government of India Enterprise) 
Regd. Office: “Khanij Bhavan”, 10-3-311/A, Castle Hills, Masab Tant 


Evergreen Performance 


(Rs. in crore’ 


a) Increase(-)/decrease(+) in stock in trade 
b) Consumption of Stores & spares 

c) Staff Cost 

d) Selling Expenses incl. Freight outward 
e) Other Expenses 


TOTAL 
. Interest 
. Depreciation | 
. Profit(«/Loss(-) before Tax (1+2-3-4-5) | T 
. Provision for Taxation-Current Tax & FBT 
-Deferred Tax 9.41 21.09 8.14 | em 6 


. Net Profit(+)/Loss(-) (6- 7) 2 711.01 | 554.38| 2,320.21 | 1,827.8 

. Paid-up Equity Share Capital 132.16 132.16 132.16 | 16 
10. Reserves excluding revaluation reserves =e 5,668.77 | 88 2.32 
11. EPS for the period 53.80 41.95| 175.56 | K 


12. Aggregate of Non-promoters shareholding 
- Number of Shares 


- Percentage of shareholding 


Notes : 


1. As per directions of the MP Pollution Control Board and the Empowered Committee of the Hon'ble 
Supreme Court, the activities of Panna Project remained suspended during the year. Considering the 
continuing uncertainty in resumption of the operations, the Company has assessed the position of 
impairment of assets of the Project and provided for impairment loss of Rs.22.24 crore for the current 
year 2006-07. 


2. As the company has not received any investor complaints till date, the number of investor complaints 
received, disposed of and lying unresolved at the quarter ended 31-Mar-2007 be treated as 'NIL'. 





Website : www.nmdc-india.com 





"Corporation Limited 


Hyderabad - 500 028 


^ 





(Rs. in crore) 


4,185.84 | 
0.00 
4,185.84 





3,271.01 
-47.41 


3. The Board of Directors has recommended a dividend of 352% on Equity share capital of the company 


for the Financial Year 2006-07 inclusive of interim dividend of 267% paid during the year. 


4. The above results were reviewed by the Audit Committee at its meeting held on 30-May-2007 and taken 


5. 


b 


on record by the Board of Directors at its meeting held on 30-May-2007 at Hyderabad. 


The above financial results are subject to audit under Sec 619(4) of the Companies Act, 1956 by the 
Comptroller & Auditor General of India. 


For and on behalf of 
National Mineral Development Corporation Limited 


Sd/- 


Place : Hyderabad (B. Ramesh Kumar) 
Date : 30-May-2007 Chairman-cum-Managing Director 
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BETTERING ITS 
RECORDS 


Production 
(Iron Ore) 
14.4% Up 


Turnover 
12.8% Up 








PAT 
26.9% Up 


Total 
Dividend 
352% 
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The Day of 
the DVD 


Movie rentals could be 
worth Rs 2,000 crore by 2010. 


T’S AN INDUSTRY THAT'S JUST ABOUT 
| iii in but these days it does- 
n't take too long for consolidation to 
set in. Bangalore-based DvD movie 
rental company Seventymm had 
bought out its Delhi-headquartered 


competitor Madhouse. The cost of 


the acquisition is being kept under 
wraps. Apart from helping 
Seventymm gain a leadership 
position in the DvD rental business, 
the acquisition will also help the 
company get a good foothold in 
Delhi and Chandigarh where 
Madhouse has a strong presence 
with a multi-nodal channel strat- 
egy. Says Raghav Kher, CEO and 
Founder, Seventymm: “This 
acquisition should further strengthen 
our strategy and execution abili- 
ties.” The co-founders of Madhouse, 
Sameer Guglani and Nandini 
Hirianniah, have joined the 
Seventymm management team. With 
Madhouse in the bag, Seventymm 
boasts roughly 28,000 subscribers 
across five cities (Bangalore, Delhi, 
Mumbai, Chennai and Chandigarh). 
And the company will be a ten-city 
operation by this year-end. 

The acquisition gives 
Seventymm a head-start in the busi- 
ness that’s being looked at closely 
by a number of big corporations. 
Anil Ambani’s Reliance-ADAG is said 
to be gearing up to enter this 
industry with the launch of the 
online movie rental business, and 
Harish Thawani’s Nimbus and 
Moser Baer are also eyeing this 
space. Moser Baer is already selling 
cheap DvDs in the market. Existing 
players in this sector, which is 
expected to be worth Rs 2,000 
crore by 2010, are Catchflix, 
Cinesprite and Movie Mart. That 
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Seventymm's Kher: On the move 


DVD rentals is a red-hot business is 
evident from the venture capital 
that's finding its way into these 
companies. Only last year both 
Madhouse and Seventymm received 
funding. Madhouse got Rs 1.05 
crore, whilst Seventymm soaked 
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จ ห เห ง 


in Rs 43 crore from two rounds. 
Home video penetration is still 
low today, at roughly 3 per cent 
of total television households. But 
PricewaterhouseCoopers (PwC) proj- 
ects that this figure will increase by 
25 per cent over the next five years. 
“We expect the home video house- 
holds to increase from a present 
base of about 3 million to about 
13 million by 2010,” says a Pw 
analyst. Seventymm hopes to rope 
in 1 million subscribers over the 
next five years, and is targeting 
revenues of Rs 500 crore by 2012. 
ANUSHA SUBRAMANIAN 


Food, Rooms and Rock ’n’ Roll 


Hard Rock Café is eyeing the hotels business in India. 


N THE LAST WEEK OF JUNE, HARD 

Rock Café’s 2007 Ambassadors 
of Rock (AOR) tour will have acts 
such as Aerosmith, Crowded 
House and Peter Gabriel per- 
forming in Hyde Park in London. 
It will be some time before the 
AOR bandwagon rolls into an 
Indian city, but the good news 
for pop music lovers is that the 
36-year-old iconic restaurant 
brand has India firmly on its radar. 
After opening its first café in cen- 
tral Mumbai last January in what 
used to be once a flourishing tex- 
tile mill, Hard Rock Café is look- 
ing at other cities and other for- 
mats too (it also has hotels and 
casinos under its brand). 

Says Hamish Dodds, Hard 
Rock Café's International 
President and CEO, who was in 
Mumbai recently: “It makes great 
strategic sense for us to look at 
non-traditional markets for things 
like a hamburger, an American 
type of a dining product. Coming 
to India has been an exciting chal- 
lenge and we look at it as a sort of 
a movement to markets where 
we want to be active." Hard Rock 
Café, he adds, is a brand that 
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Hard Rock Café's Dodds: Music with fun 
stands for “great food in a rock "n' 


roll environment." 

Dodds has his eyes set on the 
hotel business which he thinks is a 
huge business opportunity in 
India. *This will be the second 
tier of our business plan. To us, 
the hotel business is a big, strate- 
gic growth opportunity," says 
Dodds. *Looking at the room 
rates in cities like Mumbai, Pune 
and Bangalore, we should proba- 
bly think very aggressively about 
having our hotel brand here in 
India," he sums up. Some live 
music along the way won't be a 
bad idea, either. 

KRISHNA GOPALAN 
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It’s Still 
a Sony 


The consumer electronics giant 
aims for $1 billion by 2009. 


HILE “IT’S A SONY” MAY HAVE 
X given way to the LGs and 
Samsungs of the world on Indian 
television, the company, like the 
rest of the world, seems to still be 
very much focussed on India. It is 
after all the third-largest market 
for Sony in the Asia Pacific Region 
after Japan and China. Masaru 
Tamagawa, Managing Director, 
Sony India, believes that India is 
also the most challenging market in 
the region. *To meet this chal- 
lenge, we decided to change our 
strategy to become more aggressive 
and customer focussed." Other 
than the traditional categories of 
televisions and hi-fi music systems, 
Sony India offers consumers con- 
temporary, fun and youthful cate- 
gories such as LCD televisions, MP3 
players, Digital still cameras, DVD 
handycams, notebooks and gam- 
ing consoles (Sony PlayStation), 
among other things. 

To strengthen distribution and 
the after-sales network, Sony has 
250 large to small format fran- 
chised stores to cater to the Sony 
brand equity. These are the Sony 
World, Sony Exclusive and Sony 
Digital Kiosks stores. These, says 
Tamagawa, “have expanded their 
role steadily to go beyond just sell- 
ing, to providing the Indian con- 
sumer with a truly ‘International 
and solutions driven Shopping 
Experience’, through world-class 
ambience, customer facilitation 
and clearly differentiated product 
presentation.” 

In addition to this, Sony has 
begun leveraging its association 
with other Sony companies like 
Sony Pictures, Sony BMG Music and 
Sony Entertainment Television to 
bring innovative promotions for 
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consumers; the most recent exam- 
ple is the tie-up for Spider-Man 3 in 
which the movie was distributed 
by Sony Pictures, Sony BMG Music 
owned the rights to the soundtrack 
and Sony Entertainment Television 
provided fierce on-air promotional 
support for the film. “We con- 
stantly undertake such activities to 
enhance the interest levels of the 
consumer and motivate the dealer,” 
explains Tamagawa. 

Sony is also focussed on intro- 
ducing its latest technologies in 


such as gaming competitions, and 
contests, among other activities. 
In 2006, Sony claims to have 
grabbed a market share of just over 
15 per cent in the Indian consumer 
electronics market, and tripled its 
turnover to Rs 2,300 crore over the 
last three years. Sony as a group in 
India includes Sony Entertainment 
Television, Sony Pictures, Sony 
BMG Music, Sony Ericsson and 
Sony India (consumer electronics) 
which, put together, is targeting a 
turnover of $2 billion (Rs 8,200 
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Sony’s Tamagawa: Playing it right with right products to capture Indian market 


the Indian market—from High 
Definition to Blu-ray—and the 
easy accessibility of these tech- 
nologies through the expansion of 
the company’s retail network. 
“Sony is also currently in the 
process of kicking off a multi- 
pronged plan for brand building 
and on-ground activities to get 
closer to their target audiences,” 
says Tamagawa. He adds that this 
could involve media and direct 
marketing initiatives, product 
demonstrations, road shows, ex- 
hibitions and local-level promos 


crore), while Sony India as an 
individual company has set itself 
a target of $1 billion (Rs 4,100 
crore) by 2009. 

The billion-dollar question, 
though, is: Can Sony ever hope 
to achieve the recall that in-your- 
face brands such as LG and Samsung 
have achieved? Tamagawa prefers 
not to take that question head-on. 
"At Sony we believe in letting our 
products do the talking." Now, if 
only more consumers were 
listening. 

DEEPTI KHANNA BOSE 
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Mothers get thirsty, too! 





The planet is two-thirds water, but unfortunately not the kind that can quench our 
thirsts! Also, mankind has depleted this elixir of life to drastic levels. 
Let's save and return what has been taken from Mother Earth. In a family 
where Safety, Health & Environment [ SHE ] is cared for, SHE takes care of us. 





° e > & 
+ pricol + 


TT Q 
better ideas for a better planet 


7 FACTORIES + 63 PRODUCTS + 4600 PEOPLE 


pricol limited 4702/7 avanashi road coimbatore 641 037 india 
phone +91 422 4336000 fax +91 422 4336299 อ mail city@pricol.co.in website www.pricol.com 


+ instrument Clusters & Gauges + Sensors & Switches + Oil Pumps + EGR Valves & Engine Parts * Disc Brakes 


+ Fleet Management Systems # Remote Keyless Entry & Immobilizer Systems 
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Land of Plenty 


FDI pours into West Bengal's realty space. 


N THE HEELS OF SALIM GROUP 
Os Indonesia’s foray into 
West Bengal's realty arena, the 
UK-based REIT Asset Management, 
which manages real estate assets 
valued at over $6.8 billion (Rs 
27,880 crore) globally, has teamed 
up with a local developer, Eden 
Realty Ventures, to build at least 
two projects with a capital outlay 
of Rs 465 crore. This sets the 
stage for fresh foreign direct 
investment (FDI) in the city's realty 
space. Says a REIT representative: 
"This is just the beginning and we 
have bigger commitments in this 
part of the country, where 
opportunities are enormous." REIT 
has offices in London, Mumbai, 
Munich, Stockholm and Tel-Aviv 
to identify and take advantage of 
opportunities in the global real 
estate market. 

If Salim Group had come 
through its association with NRI 
businessman Prasun Mukherjee, 
another NRI entrepreneur hailing 
from the city, Indrajit De, has been 
instrumental in bringing in REIT. 
The UK-based asset management 
firm, which had set up office in the 
country two years ago in Mumbai, 
has so far invested only in one 


ง ห อ เร ก ศ์ ห์ เร ระ ทั น คั มะ: 


Tech Edge 


Now BlackBerrys in Bangalore 
will help track erring drivers. 

N JUNE 1 AROUND 280 

BlackBerry handhelds were 
given out to officers of the 
Bangalore Traffic Police to try and 
step up their drive against erring 
road users, as part of the B-TRAC 
2010 project. Around 18 lakh traf- 
fic violations are booked every year, 
according to M.N. Reddi, IGP and 
Additional Commissioner of Traffic, 
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Eden Realty's De: Boom time 


project in Pune and identified three 
more (two being in Kolkata) after 
looking at nearly 140 offers. Eden 
Realty Ventures jointly with REIT 
will build more than 5,000 flats on 
the northern and southern fringes 
of the city. 

REIT-Eden Projects will have 
active participation from various 
state government agencies; the 
first project at Bonhooghly in 
North 24 Parganas will be a pub- 
lic-private partnership with the 
Refugee Relief and Rehabilitation 
Department of West Bengal; in 
the other project, Maheshtala 
Municipality (a local Civic body) 
will be the partner, says De. 

RITWIK MUKHERJEE 


and the department earns around 
Rs 20 crore annually in fines. “We 
had experimented with Simputer 
handhelds (donated by cir) five years 
ago but we were restricted by low 
battery life and the lack of live con- 
nectivity with the back-end server," 
he explains. Under the new system, 
traffic police officers would be able 
to book violators on-the-fly and 
even confiscate licences and vehicles 
from repeat offenders. 

"We are moving from a passive 
system of law enforcement to a 
more active and technology-led 
system to try and shore up the 
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image of the police,” says Reddi. 
In fact, traffic constables continue to 
use an old-fashioned notebook to 
note down registration numbers of 
offenders and then log in the details 
at a central server, but police offi- 
cials hope that they can change this 
system as technology gets more 
ingrained with their functioning. 
“This will be just the first phase of 
our deployment, since we want to 
be able to instantly e-mail officers on 
the streets with complaints and give 
them a preset time to reply to 
them,” says Reddi. As part of this 
service provided by Airtel, a 
BlackBerry Enterprise Server will 
sit next to Bangalore Police’s own 
data bank, and will also be hooked 
up to the Regional Transport Office 
(RTO) to enable officers to access 
vehicle records. 

Meanwhile, Reddi is also at the 
centre of a more citizen-friendly 
project with Airtel named Bangalore 
Transport Information System (BTIS), 
which will provide road users with 


Cop power: Thanks to BlackBerrys 
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NAUTICA 
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BANGALORE-Nautica Store - Vittal Mallaya Road, Tel: 41120841 e The Time Factory - Purva Pavillion, Church Street, Tel: 41515125 ๑ The Time Factory. 4th Block, Jayanagar 
Tel: 26646239 e The Time Factory, Safina Plaza, Tel: 25585683 e CHANDIGARH-Nautica Store - Sec. 17 E, Tel: 2703867 e CHENNAI-Nautica Store - Nungambakkam, 
Tel: 28332728/64502120 e DELHI-Nautica Store - South Ext.-2, Tel: 46014011 e The Time Factory - Basant Lok, Priya Cinema Complex, Tel: 65103620 ๑ The Time Factory - City Square 
Mall, Rajouri Garden, Tel: 65103607 e The Time Factory - Great India Place, Sec.-38, Noida, Tel: 2450157, 9873408060 ๑ Sai Creations, Sec-18, Noida, Tel: 2515166 e HYDERABAD-The 
Time Factory, Prasad's Imax, Tel: 23450250 ๑ Kamal Watch, Abids, Tel: 24754440 ๑ Kamal Watch World, Banjara Hills, Tel: 66463366 ๑ KOLKATA-The Time Factory - 1/1 Camac 
Street, Tel: 9830398808, 64519116 ๑ Prime Watch World, City Centre Mall, Tel: 23584333 e Prime Watch World, Forum, Elgin Road, Tel: 22837185 ๑ Ram's, Metro Shopping Centre 
Ho-Chi-Minh Sarani, Tel: 2888882 e LUCKNOW- The Time Factory - Fun Republic Mall, Gomti Nagar, Tel: 3915981 e MUMBAI-Nautica Store - Church Gate, Tel: 22046394/95 + The Time 
Factory - Colaba Causeway, Opp. Leopold Cafe, Tel: 22028194 e The Time Factory - L.T. Road, Borivali (W), Tel: 28993268 e Watch World NX. Opp Jahangir Art Gallery, Kalaghoda 
Tel: 64528506 e Just In Time, Kemps Corner, Warden Road, Tel: 64528508 e Eternity, N.C. Kelkar Road, Dadar (W), Tel: 65055509/10 ๑ Samay, Chandrawarkar Cross Road, Borivali (W) 
Tel: 65055535/36e World Time, Opp. Shopper Stop, Andheri (W) Tel: 64526447/27 ๑ Maru Time, Sec.-17, Vashi, Tel: 27896250/51 e PUNE-Nautica Store - Bund Garden Road, 


Tel: 66208873/1636 
For enquiries contact at - Tel: 0120-3041300 or write to - varora@timex.com Www 
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Hyderabad - City Center ee M. Indore - Treasu 
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Lucknow - Sahara Ganj 





s | a EO E | ) 
Pune - ICC Trade Tower aziabad - Shipra Mall ตะ Mumbai-- Inórbit Mall 
New Corporate Office: Liberty Shoes Ltd., 2nd Floor, Building No.8, Tower-B, DLF Cyber Citi, Phase-Il, Gurgaon-122 002, NCF 





A movement 
called Liberty 






movement 
that's led to 


Revolutions 
in 12 cities 
across the 
country. 


New Delhi, Hyderabad, Indore, Lucknow, Chennai, Kolkata, Pune, Mumbai, 
Chandigarh, Ghaziabad, Noida and now in Bangalore. In 12 cities across the 
country today there are 15 “Revolutions Concept Stores.” That's 15 fashion 
hubs in prime up-market locations that make even the sleekest 
of the showrooms look quite ordinary. It's a high fashion chain that 
b caters to individual styles and looks, in an ambience that is as magical 
"and exciting as the products being lined up. Indeed, the sheer 
international ambience and uniquely  customer-friendly layout of 
*Revolutions" go well beyond the expected, making it perfect for the style- 
driven seeking the very different, very desirable and very premium 
in footwear fashion and accessories. What's more with new models 
being introduced every week and stocks changing every six months, 
the fashion shoppers will always find themselves in with the latest. The 
chain of “Revolutions Concept Stores" is growing and in the next 
3 years will include 50 outlets covering all state capitals as well 
as fashion centers extending from West to South East 
Asia, namely Dubai, Dhaka, 
Kuala Lumpur, Bangkok, 
Colombo and Singapore. 
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live traffic updates on mobile 
phones. By recording live traffic 
densities and mapping the location 


| | of public transport vehicles, road 


users in the country's IT capital 
could avoid notorious traffic jams 
and find their way to work (or 
home) quicker. Using technology 
from Mapunity, a provider of geo- 
graphical information systems, Airtel 
and the city police hope to provide 
road users with information on traf- 
fic flows, occurrence of traffic jams 


| ° TT 
|, and viability of alternate routes. 


“Traffic is the most critical urban 
challenge and I am sure the imple- 
mentation of the Bangalore 
Transport Information System will 
set an example for other cities in 
India to replicate," says Sanjay 
Kapoor, President, Mobile Services, 
Bharti Airtel. 
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|. Nauk Out? 
|. Not Yet 


' TimesJobs and Naukri slug it 


out—again. 


| | Vs GETTING HOT OUT THERE IN 


the jobs portal arena. 


TimesJobs.com fired the first salvo 


when a couple of months ago it 
went to town with a print cam- 
paign declaring: "Everyone's 
Quitting Naukri", a not-so-subtle 
dig at competing recruitment por- 
tal, naukri.com. Last fortnight, the 


| Times Group portal took another 


dig at the same competitor with a 
*Nauk Out" offer that's targeted at 


| | small & medium-scale enterprises 


(SMEs). Says R. Sundar, President, 
Times Business Solutions: *They 
(SMEs) are being stimulated by the 
‘Nauk Out’ offer to take a demo 
and we believe that once they try 
our products and services, they will 
stick with us." Apart from the free 


bt current 


demonstration, "Nauk Out" is 
offering free holidays (two days, 
three nights) to recruiters to some 
45-odd domestic destinations apart 
from international venues like 
Bangkok, Kuala Lumpur, Mauritius 
and Pattaya. TimesJobs claims to 
have distributed 5,000 such vouch- 
ers and has plans to enroll 8,000- 
10,000 new clients through the 
campaign, which will run till end- 
June. The company has earmarked 
Rs 50-crore budget for marketing 
and promotion for entire year, 
which is roughly five times the por- 
tal’s monthly turnover. 


The shorter point of needling 
naukri.com, of course, is to high- 
light TimesJobs as the #1 player in 
the online recruitment arena. Says 
Sundar: “Our numbers are so 
strong that the competition can- 
not respond directly, so they re- 
sort to quoting non-relevant sta- 
tistics, which have no bearing on 
the value provided by job portals to 
clients. It is the quality number of 
active resumes that define value to 
clients, and this is where we beat 
competition hands-down and claim 
our status as the ‘number one job 
portal’ in India.” Counters Sanjeev 


Speaking the Language 


TCS clicks on solutions in regional languages. 


OMMON APPLICATIONS LIKE 
Col browsing, word pro- 
cessing, presentations, account- 
ing and instant messaging are 
arguably non-existent when it 


including providing keyboard 
input for most common layouts, 
better fonts, text rendering etc. 
Apparently, many copies (some 
100s) of the Telugu GNU/Linux 


comes to Indian languages. TCs is distribution have been downloaded 
now trying to change that. “TCS is so far. The underlying point, says 
working on making available some ^ Chamarty, is leveraging the low 
of the common applications cost of the open source sys- 
for everyday use, using . tems, which are an ideal 


existing open source/GPL 
software and modify- 


ing it to suit Indian 
language require- 
ments," says Sitaram 
Chamarty, Senior 
Consultant at TCS, who is 
heading this initiative out of 
Hyderabad. Over the past 18 
months, it has been releasing 
products and solutions in this 
space and has *more in the 
pipeline." One of the early ones in 
this series has been the “Swecha” 
Telugu GNU/Linux distribution 
that has some of these applica- 
tions, as well as the desktop, in 
Telugu. This was first released in 
July 2005. 

This is meant to help solve 
many of the technical issues, 
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fit for the information 
technology needs of 
rural India. TCS, from a 
corporate social res- 
S esee perspective, 
he says, is working to 
bring in Indian language sup- 

port to these systems. 

Take web content in Indian 
languages, for instance. Today, 
arguably it is represented in ways 
that do not obey standards. As a 
result, Indian language web sites 
are not searchable using major 
search engines like Google. Here, 
TCS has produced software to 
automatically convert legacy con- 
tent to standardised content for 
several popular character repre- 
sentations. 

E. KUMAR SHARMA 





RITESH SHARMA 


i li ! li f MA 
[ " " | | ij Jili Jil 
Mi ua I UM 

Hl 

UU | 


IHN 
IN ' 





Naukri's Bikhchandani: Numbers game 


Bikhchandani, CEO & Co-Founder, 
naukri.com: “Naukri is the clear 
market leader. TimesJobs is a dis- 
tant third. Their claim of being 
#1 is a bit like Bangladesh claim- 
ing to be #1 in cricket.” This 
battle is far from over. 

PALLAVI SRIVASTAVA 





The Game 
Changers 


Multiplayer gaming is the 
latest sport in town. 


NLINE GAMING IS BIG, BUT THE 

biggest trend emerging within 
this sector is multiplayer gaming, or 
what’s known in many quarters as 
Massively Multiplayer Online 
Gaming (MMOG). According to a 
NASSCOM report, the market for 
multiplayer games is over $4 billion 
(Rs 16,400 crore) globally and 
growing rapidly. In India, the mar- 
ket is nascent with only a few com- 
panies today targeting a Rs 20 crore 
market but is expected to grow to 
Rs 850 crore by 2010. Expectedly, 
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there's a rush of players—backed by 
private equity—into this arena. 

Last fortnight, IDG Ventures 
India and SoftBank Bodhi 
Investment LLC, managed by 
SoftBank China & India Holdings, 
invested over $1 million (Rs 4.1 
crore) in Kreeda Games, an online 
multiplayer gaming company. 
Kreeda Games is founded by 
Quentin Staes-Polet, a former 
media & entertainment practice 
head for Asia Pacific with IBM, 
Ramesh Anumukonda, a pioneer 
in game production and animation 
in India, and Robin Alter, a digital 
media technology architecture 
expert from the US. Prior to Kreeda 
Games, Games2Win, another 
online multiplayer gaming com- 
pany promoted by Alok Kejriwal of 
Contests2Win, received funding 
worth $5 million (Rs 20.5 crore) 
from Clearstone Venture Advisors, 
a subsidiary of the us-based 
Clearstone Venture Partners. 
Other players include Level up! 
India, the pioneer of sorts in the 
country, gaminghungama.com and 
Zapak.com from the Reliance- 
ADAG stable. 

“We believe that people, com- 
munities, education, technology 
and art will converge in online 
games and will make it one of the 
most exciting industries in the new 
digital Indian economy,” explains 
Quentin Staes-Polet, CEO, Kreeda 
Games. “Gaming is a highly ad- 
dictive entertainment option and 
it gives One an opportunity to be 
highly interactive, competitive and 
community-oriented,” adds Rohit 
Sharma, CEO, Zapak.com. Points 
out Venkat Mallik, Managing 
Director, Level up! India: “The new 
generation youth will no longer be 
glued to their television sets watch- 
ing soap operas and Bollywood 
movies, and are changing the defi- 
nition of entertainment completely. 
Gamers are taking over the enter- 
tainment scene.” 

ANUSHA SUBRAMANIAN 
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Malls for the 
Masses 


Mumbai's municipal corpora- 
tion joins the retail rush. 


E'S ATTEMPTING TO KILL TWO 

birds with one stone. Manu 
Srivastava, Additional Municipal 
Commissioner of the Brihanmumbai 
Municipal Corporation (BMC), has ล 
grand plan to set up a chain of 
shopping malls across Mumbai. 
The benefits: Besides providing the 
city's masses with an opportunity to 
shop under one roof—for vegeta- 
bles, fruits, groceries, household 
items, etc—the malls will go a long 
way in easing traffic congestion by 
getting hawkers off the roads and 
into the malls. 

"We want to set up conven- 
ient shopping sites where you have 
everything under one roof. You will 
have vegetable and fruit stalls, one 
main departmental store, a PCO, 
barber shop, Xerox shop, a food 
court and a hawker area," says 
Srivastava. The malls, which are 
currently at the planning stage, will 
be set up on the city's old market 
places, of which there are roughly 
100 in the city, and will be branded 
M-Cube, as in Municipal Malls for 
the Masses. Srivastava adds that 
these shopping centres will in no 
way compete with the new organ- 
ised retailing formats and brands, 
such as Inorbit, Big Bazaar and 
Hyper City. A panel of architects 
has been set up which, along with 
the BMC authorities, will be studying 
the feasibility of putting up the 
malls at the identified locations. 
The blueprint is expected to be 
ready by November, and work on 
the project will start soon after. 

Citing the Crawford Market 
(officially known as Mahatma 
Jyotirao Phule Market) in south 
Mumbai as a reference point, 
Srivastava says that the malls will be 
aesthetically designed; the vegetable 
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Organised retail: Over to government 


and fruit stalls will be scientifically 
designed so that the vegetable and 
fruits remain fresh. Licences will 
be provided to the vendors to 
operate their stalls. Streetside food- 
stall owners will be accommodated 
in the food courts. 

A provisional budget of Rs 15 
crore has been allotted for this proj- 
ect, which may appear like peanuts, 
but Srivastava stresses that *money 
is not an issue. We won't be incur- 
ring much expenditure in the first 
year as we will be drawing up plans 
and the whole tendering process 
will take place. We will obviously 
increase the budget during the next 
financial year." 

The malls will also house a sep- 
arate area called ‘Aadhar Kendra’, 
which will be targeted at those 
below the poverty line. These cen- 
tres will provide employment to 
those trained under the poverty 
alleviation programme, and will 
operate as a service exchange. This 
exchange will provide a database 
of registered plumbers, carpenters, 
electricians, TV repairers and the 
likes. The BMC, says Srivastava, isn’t 
looking at M-Cube as a money- 
spinner. “We will have low rentals 
that will ensure that commodities 
and services at these malls are avail- 
able at cheap rates.” So, will this 
concept take off? Says Damodar 
Mall, ceo (Innovation and 
Incubation), Future Group: “We 
look at this move as a step towards 
modernisation of retail infrastructure 
in the city. Consumers will get more 
choice and convenience.” 

ANUSHA SUBRAMANIAN 
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Mukesh Ambani 


Sunil Bharti Mittal 


B.L. Munjal 


Rs 24.52 crore Rs 15.58 crore 


T'S NOT WHAT AN HONOURED GUEST, NOTWITH- 

standing his erudition and stature, was expected 

to do, and certainly not to an audience that 

could, with some justification, claim to have 

helped make his coalition government’s three 
years in office look good. Yet, on May 24, when 
Prime Minister Manmohan Singh arrived at industry as- 
sociation CIs conference in Delhi to “share his 
thoughts” on Inclusive Growth—Challenges for 
Corporate India, it was a virtual rap on the knuckles that 
he delivered to the who's who of India Inc. gathered 
there to hear him speak. 

Delivered with an earnestness that is now the hall- 
mark of Singh, the speech set out to talk about a 10-point 
social charter for inclusive growth that could be the 
result of a “new partnership” with industry. After 
dwelling, points one to three, on issues such as caring for 
workers, corporate social responsibility, and employment 
for the less privileged, Singh went for the jugular. 
“Resist,” he urged, “excessive remuneration to pro- 
moters and senior executives, and discourage conspicuous 
consumption. In a country with extreme poverty, industry 
needs to be moderate in the emolument levels it adopts. 
Rising income and wealth inequalities," he continued, "if 
not matched by a corresponding rise (in) incomes across 
the nation, can lead to social unrest." 

This was not something the cit had expected to hear. 
Caught off guard, the chamber's new President and tele- 
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Rs 12.67 crore 


Sajjan Jindal 


s 7.88 crore Rs 13.25 crore 





com czar, Sunil Bharti Mittal, decided to junk his pre- 
pared speech and speak impromptu. Describing the PM's 
speech as “unusual” but “landmark”, Mittal quickly 
went on the offensive stating that CEO salaries could not 
be legislated and business profitability, curbed. Instead, 
market forces and shareholders, Mittal added subse- 
quently, should determine how much CEOs and other 
executives get paid. Says Rahul Bajaj, Chairman, Bajaj 
Auto and India Inc.’s eminence grise: “I think the 
Prime Minister was referring to the emoluments of the 
promoters, and | share his view that promoters should 
voluntarily exercise self-restraint." 


A Universal Sore Point 

The debate over executive compensation is hardly 
new. ไท the Us, it has been on for decades, and was 
reignited recently when it emerged that Home Depot's 
unsuccessful CEO, Bob Nardelli, would be walking out 
with $210 million as part of his golden handshake. It’s 
a bit unfair that the American media and investors 
decided to single out Nardelli for the roasting, be- 
cause there are other American executives who've 
walked out with much more. GE’s Jack Welch, to 
whom Nardelli was one of the three short-listed suc- 
cessors, was a billionaire when he hung up his boots in 
2001 at the conglomerate, which until then was the 
most valuable company in the us by market cap. Lee 
Raymond of ExxonMobil got $400 million, and even 
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t +£ not every ๕ 01 is getting paid 
ox and certainly not as much as what 
some CEOs in the US take home. 
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Rs 6.57 crore E 6.41 crore 


Hank McKinnell, who was ousted end-2006 from the 
CEO’s job at the beleaguered pharma giant, Pfizer, got 
more than Nardelli ($213 million by some estimates). 

In India, the situation is nowhere as, well, ob- 
scene. Yet, the fact that the government thinks CEO pay 
may be out of control puts the subject centre stage. 
According to a Business Today analysis of CEO salaries 
at BSE (Bombay Stock Exchange) 100 companies, the 
highest compensation in the country is paid to 
Reliance Industries’ Chairman and Managing Director, 
Mukesh Ambani. He took home Rs 24.52 crore for 
the year ended March 31, 2006. The smallest pay 


THE CEO PAY BREAK-UP ง ง 


Debu Bhattacharya 


Rs 4.69 crore 


# Pro-rated for ten months prior to March 2006 — *Money received from four companies—Aditya Birta Nuvo, Grasim, Hindalco and UltraTech Cement 
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packages in the BSE 100 companies went to public sec- 
tor bank chairmen—Bank of Baroda's Anil K. 
Khandelwal, State Bank of India's A.K. Purwar (he re- 
tired on May 31, 2006), and Canara Bank's M.B.N. 
Rao. Each of these gentlemen took home a measly Rs 
5 lakh in annual salary. The average remuneration of 
CEOs of the BSE 100 companies works out to Rs 2.45 
crore—that's about $600,000. Certainly not a king's 
ransom when your job is to create hundreds of crore 
in shareholder value. 

Another thing that our analysis reveals is that the 
highest paid CEOs tend to be the promoters them- 
selves. The top seven are all pro- 
moters, and had pay packets rang- 
ing from Rs 24.52 crore (Ambani) 
to Rs 6.41 crore (Kumar 
Mangalam Birla from four com- 
panies—Aditya Birla Nuvo, Grasim 
Industries, Hindalco and UltraTech 
Cement). The highest paid pro- 
fessional on our list is Hindalco's 
Managing Director, Debu 
Bhattacharya, who got paid Rs 
4.69 crore. According to another 
analysis done by Mercer Human 
Resource Consulting of 45 mid- 
to-large listed companies with Rs 
200 crore and upwards in revenue, 
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the median salary (that is, the most fre- 
quent number) is a not-so-obscene 
Rs 2.2 crore. 

Again, the difference between 
promoter-CEO salaries and profes- 
sional-CEO salaries was stark. While 
promoter salaries jumped 133 per 
cent in 2006 over 2005, the Mercer 
analysis reveals, those of professional 
head honchos rose less than 12 per 
cent. In a separate analysis done by 
Business Today of two-year CEO pay 
and revenue growth of BSE 100 com- 
panies (of these, relevant data was 
available for only 40 companies), it 





emerges that CEO salaries have grown slower than top 
lines: 76 per cent versus 86 per cent. Crunch the 
numbers some more, and you find that CEO salaries, as 
a percentage of profits have remained more or less 
steady at 0.33 per cent over 2003-04 to 2005-06. 
More importantly, what a CEO takes home is not a 
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guaranteed salary. Almost all of them 
depend on commissions from profits 
(which, in turn, depend on the com- 
pany's performance). Guess what is 
the base salary of India's highest paid 
CEO, Ambani? It's just Rs 60 lakh. 
In contrast, his commission in 2005- 
06 was Rs 23.43 crore. That's true of 
professional CEOs as well. Tata Steel's 
Managing Director, B. Muthuraman, 
was paid Rs 62.80 lakh in base salary 
in 2005-06, but made Rs 1.20 crore 
in commission. L&T's Chairman and 
Managing Director, A. M. Naik, too, 
had a guaranteed salary of Rs 60 
lakh, but ended up making four times as much in 
commission. *Without doubt, the performance pay 
component is going up at large companies, and com- 
mission is what inflates CEO salaries," says Padmaja 
Alaganandan, a Principal Consultant at Mercer. Adds 
Preety Kumar, Managing Partner, Amrop International, 
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Promoter-CEOs make much more than professional CEOs. Wipro _ Azim Premji 2.52 
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an executive search firm: “Increasingly 
we find that as CEO salaries go higher 
than the Rs 1-crore mark, the variable 
component goes up and at very high 
numbers, the fixed component could 
be just half the total compensation.” 


Behind the Numbers 


Expectedly, there’s a story behind 
rising CEO salaries. And the story is 
one of an economy expanding at a 
furious pace and Indian and foreign 
investors scrambling to get into new 
sunrise sectors such as retail, infra- 
structure, and real estate, but not 
finding enough CEOs to run those businesses. Says 
Amit Mitra, Secretary General of Ficct: “Several of the 
new industries are hungry for talent across management 
levels. But there is an acute shortage of managers 
who can lead companies in these, and other, indus- 
tries.” Therefore, when Reliance’s Ambani embarked 





on his gargantuan retail plans, he 
didn’t mind throwing unheard-of 
money at the professionals he wanted 
to win over. Thanks to Ambani, the 
million-dollar pay cheque became 
an Indian phenomenon. Some of his 
retail heads such as Raghu Pillai were 
said to be hired at fantastic salaries 
that touched or topped $1 million. 
“Salary levels have increased on ac- 
count of scarcity of resources. There 
is a visible shortage of human capital. 
Fundamentally, there is a demand- 
supply mismatch,” notes Gautam 
Singhania, Chairman & Managing 
Director of Raymond. 

The shortage is particularly acute in the sectors 
that are just opening up. Take infrastructure, for 
example. There are two major airport revamps hap- 
pening in Delhi and Mumbai, and neither of the 
investors (GMR and GVK, respectively) has been able to 
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THE SENSEX DIRECTORS 


How much do independent directors on the boards of Sensex companies make? 






















find an appropriate CEO so far. GMR appointed a Greek 
expat, loannis Papastefanou as COO in June last 
year, but he quit this April. Why should finding 
a CEO for an airport project be so difficult? 
Simply because few CEOs in India have set up 
an airport from scratch, and fewer still have the 
unique skills that the job demands. The air side he. af 
of an airport, for instance, is all engineering and 
technical stuff, while the land side, which houses retail busi- 
nesses, demands a good marketer. Then, there 
are multiple stakeholders with whom the CEO 
must interface: governments, local populace, 
NGOS, partners, and vendors. Says Arun Shankar 
Das Mahapatra, Managing Partner, Heidrick & 
Struggles India, a search firm: "Infrastructure is 
one area where there is not enough right talent in 
the country. Therefore, expats, especially in specialist 
fields such as mining, real estate, oil & gas, are in 
great demand." Some of the highest-paid expats 
(of BSE 100 companies) in the country are 
FMCG bosses such as Douglas Baillie of 
Hindustan Unilever (Rs 4.59 crore, pro-rated 
for 10 months of 2005-06) and Nestle India's E 
Martial Rolland (Rs 4.36 crore). ~ 
The fact that there are just a handful—say, a hundred 
or so—of high-quality CEOs to tap means that 
winning them over isn't just difficult but 
expensive. “Today, CEOs and most top man- 
agement people are sitting with at least two 
Offers in hand at any given time," says Deepak 
Gupta, Country Head and MD, Korn/Ferry n 
[nternational, another search firm. Ergo, expec- 
tations have soared. “Many people are led by the 
media reports on sky-rocketing compensation and 
tend to expect huge, and often unrealistic 
increase," says Sonal Agrawal, CEO, Accord 
Group (India). “For instance, when we were 
looking for a CEO for a retail firm that is seek- 
ing to get listed, one of the candidates 
demanded a share in equity that was completely 
out of whack,” she adds. 
The overall boom in business has driven up 
salaries down the line as well. According to the 
Business Today-Omam Consultants salary sur- 
veys for junior to senior managers, salaries 
have been rising at anything upwards of 15 per 
cent year-on-year. While the gap between the 
CEO’s salary and a young executive’s can be 
quite wide, Mercer data shows that a sales trainee in 
2006 entered the job at Rs 2,66,169 a year, 
compared to Rs 2,00,966 the year before. An 
assistant buyer in a purchase department made 
35 per cent more at Rs 3,39,389, while an r1 
executive was almost equally better off, getting 
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PERFORMANCE PAY, REALLY 
Except for a handful of companies, growth in CEO pay mirrors growth in profits. 


n CHAIRMAN/CEO SALARY CHANGE IN % 
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LCOS Retlective LCD Panels 


Whether it is ส ท intricate sales presentation or a video showcase, Canon's XEED X600 will win over any client with its powerful performance. 
As the world's first LCOS projector with XGA resolution, the XEED X600 has all the precision and clarity of a high-end projector 
without the jaw-dropping size, simply by combining two of the world's most highly-acclaimed projection technologies: LCOS and AISYS. 


CRISP AND SHARP DISPLAY EVEN WITH THE FINEST DETAILS LCOS REFLECTIVE LCD PANELS 
This advanced liquid crystal technology produces 
astoundingly smooth yet amazingly sharp images 
by eliminating virtually all gaps between pixels 
The panels also refresh at double frame rate 
for a stable. flicker-free projection 


AISYS ASPECTUAL ILLUMINATION 
SYSTEM 

Using an ingenious 3-tier optical design, this patented 
system achieves the perfect balance of contrast 
brightness and physical size, thereby realising the 

full potential of LCOS technology without adding bulk 
to the projector 
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a 33 per cent raise over 2005. At the general manager 
level, the hike for this Mercer sample (all India survey 
of 460 companies in 2006) was more than 50 per cent, 
with the total annual compensation going up from Rs 
74.70 lakh to Rs 1.12 crore. Says Girish Tanti, Director, 
Suzlon Energy: *We could say that the increased salaries 
and improved remuneration packages overall in India are 
an indirect result of the Indian economy going global." 
Agrees E. Balaji, coo of Ma Foi Management 
Consultants: “India remained an underpaid market for 
a long time, and salaries accelerated starting only 2000." 


Legislation, a Bad Idea 

At present, legislating salaries isn't something that 
seems to be on the government's mind. However, even 
if it did, it wouldn't be the first to do so—and neither the 
first to fail. Back in the early 90s in the us, when Bill 
Clinton took over as the President, he brought in a tax 
rule, known as 162(m), which sought to curb excessive 
executive pay by linking it to performance. Therefore, 
to deduct executive compensation of more than $1 
million, companies had to prove that the executive 
had met certain performance goals. For companies, it 





turned out to be a sitting duck: they simply lowered the | 


performance goals, and executive pay continued to be 
determined by market forces. 


EXECUTIVE PAY & COMPANY LAW 


the way, the government still controls director salaries. 


HE COMPANIES ACT, 1956, IS THE INSTRUMENT THROUGH 

which the government of India has traditionally con- 
trolled executive compensation. And for a long time, the 
government wasn't in favour of directors making too 
much money. For instance, between 1969 and 1974, the 
maximum that a whole-time director of a public company 
(and its subsidiaries) could make was Rs 90,000 per an- 
num. Appointment of directors also needed to be ap- 
proved by the government. But over the years, the gov- 
ernment has made several concessions to the rules, and 
in 1993 it effectively allowed companies to appoint di- 
rectors without its prior approval. 

But broad limits on managerial remuneration remain, 
thanks to Sections 198, 349 and 350 of the Act. For in- 
stance, the total managerial pay (which includes all di- 
rectors) at a public company cannot exceed 11 per cent of 
the net profit, and the maximum that a managing director 
(where he's the only whole-time director) can get is 5 per 
cent of the net profit. Private companies are exempt from 
all remuneration limits. Evidently, the original intent was 
to prevent managerial abuse, especially at loss-making com- 
panies. Says Vinod Jain, a chartered accountant and 
member of the Institute of Chartered Accountants of 
India's (ICAI) central council: "Earlier, when managerial re- 
munerations were fixed at absurdly low levels, companies 
found many ways to beat the system. Any tightening of cur- 
rent rules may also prompt a similar response." 








CEO Pay Poll 


A slight majority oh CEOs are overpaid, 
but no one wants salaries legislated. 





re CEO salaries excessive in India? 


ย ผล เณ ด ด 
38 








Delhi 51 


Mumbai M 7 25 
Kolkata 6 02 38 






LC — AX 
Bangalore i | is 6 
Hyderabad EE § | s 


EN Yes NEN No = Don't Know (DK) / Can't Say (CS) 
Overall 56% of executives seem to think CEO salaries are excessive in India. More number of executive: 
in Delhi/ Hyderabad disagree 
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the gap between junior and top 
anagement salaries too high? 
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E yes Wlo — DK/CS 
Overall, almost 80 per cent of those polled agree. 


hould the CEO salary be strictly based on 
inancial performance of his/her company? 
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Or CEOs overpaid relative to other 
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Ot OS we Delhi & Chennai executives agree most. 








Are fat CEO salaries a motivating factor for young executives? 
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Tv factor. Bangalore shows no clear view. A whopping 86 per cent of executes in Chennai perceive 


Should there be strict salary bands within 
various levels in an organisation? 
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EN yes Wllo — DK/CS 
Majority of the executives polled endorse the view of salary bands within various levels in an organisation. 
Hyderabad has 96 per cent executives agreeing. 


Should there be a cap on CEO salaries? 
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The poll, was carried out among 575 
executives in Delhi, เล Kolkata, เล ด ด 31 C. 
bad between une 06, 2007. 
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Is excessive CEO salary a bigger problem in 


the US than in India? 
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Will the best talent not come to 
corporate India if CEO salaries were 
capped? 
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Who should, if at all, regulate 
CEO salaries? 
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Majority view: Rights rest with the shareholders to regulate CEO salaries! 
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THE PSU CEO PAY 


CEOs of the most valuable PSUs are paid a pittance. as Venugopal Dhoot, Chairman 
of Videocon Group and President 


of industry chamber Assocham, 
agree with, is of self-regulation— 
at least where the board is not 
strong enough to do the job. 
"There are two ways to look at the 
issue," says Dhoot. “One is from a 
talent perspective, which means 
if you want to have talent, you 
will have to pay a price for it. 
The other way to look at it is 
that those who are talented 
should contribute to society. 
Between a philosophical angle 
and a materialistic angle, we 
may have to look for the right 

combination." (Videocon plans 

to set up a board sub-com- 

mittee to examine executive 
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In India, where CEO pay in general is clearly not out salaries periodically.) 
of control, any new legislation aimed at restricting It's not as if some CEOs haven't been able to strike 


executive salaries will end up disrupting market dy- — this balance. Azim Premji of Wipro, N.R. Narayana 
namics. Says Sanjiv Goenka, Vice Chairman, RPG Murthy of Infosys, Ratan Tata of Tata Group all lead 
Enterprises: "Salaries are a factor of the market. India simple lives despite being fabulously rich (okay, maybe 
Is operating in an international environment today. We Tata isn’t as rich as the other two, but he more than 
have Indians going abroad and expats coming to India. matches their simplicity). Bharti’s Mittal, too, despite 
It means that if you want the best talent, you will have his S-class Merc and multi million-dollar home in the 
to pay market rates.” Others such as Amar Lulla, Joint heart of Delhi, has established the Bharti Foundation 
Managing Director of Cipla, say that the issue of salaries with an initial corpus of Rs 200 crore to set up primary 
is best left to shareholders, since they have the most to schools in rural India. Others like Anji Reddy of 


lose if a CEO is overpaid and underperforms. Dr Reddy’s Labs have voluntarily taken pay cuts in re- 
But this controversy, industry watchers say, will sponse to poor company performance. Yet others, 
hasten a nascent trend visible in the like Glenn Saldhana of Glenmark 


case of professional CEOs: promoters BR | Pharmaceuticals and Shishir Bajaj 
fighting back on fantastic demands. Says Bf India is operating pa of Bajaj Hindusthan, have done so 
Venkatesh Shastry, Partner, Stanton international environment despite their companies perform- 
: P S TS today. If you want the best — IP P 
Chase India: “Yes, promoters are push- ได ห ร you will have to pay ing well. Says Glenn Saldhana, 
ing the numbers (read: demand for market rates " Managing Director & CEO, 
higher salaries) to get consensus within Glenmark Pharmaceuticals: *My 
the shareholder group, but they are do- salary is linked to my performance. 
ing it reluctantly." Others in the search What is important is that the com- 
business confirm the trend at other mid- pany should achieve its sales and 
to-senior levels as well. “Companies are EBITDA targets. If that does not take 
beginning to question unreasonable de- place, my compensation comes 
mand from prospective or current em- down." It's that simple. 
ployees. If they notice a jump of 100 per Therefore, encouraging the in- 
cent within a year and the candidate creasingly prosperous executives to 
expects a similar jump in two years, give back to the underprivileged in 
then they are questioning the justification the society may be a good way of 
of such an expectation," says Mahapatra dealing with the growing creamy 
of Heidrick & Struggles. layer. Telling them that they ought 
The issue really, though, as Prime not to be making so much money 
Minister Singh said and others such won't help anyone. m 
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re Indian CEOs overpaid? 

Mercer’s study of the CEOs 

X the Wall Street Journal 
350 showed median levels of total 
direct compensation to be at $6.5 
million. Including elements such 
as pension values, tax gross ups 
etc., this figure was closer to $8.2 
million. As against this, median 
pay for a sample of 45 leading 
Indian companies studied was Rs 
2.2 crore (around $0.5 million). 
Even adjusted for value of equity 
pay including options, Indian CEO 
pay is still far below global levels, 
though growing at a faster pace. 

So what is driving this growth? 
Global mobility, for one. Sunrise 
sectors such as aviation, real es- 
tate, retail, biotechnology have 
been bringing in expatriate talent 
with the experience and compe- 
tence set necessary to build a new 
industry. Sectors such as IT and 
FMCG continue to woo their “global 
Indian” employees to return and 
build operations, while ensuring 
that the global corporate values 
and culture are preserved. Besides, 
the availability of high quality lead- 
ership talent has not kept pace 
with the demand in India. 

Is this growth warranted? The 
Indian economy has grown at un- 
precedented rates in the last few 
years, and Corporate India has 
played a big role in job creation, in- 
frastructure development and rais- 
ing income levels. Shouldn’t CEOs 
who drive this development and so- 
cial reform be entitled to a fair 
share of the economic rewards? 
That is beyond argument; how- 
ever, growth in CEO pay is not al- 
ways correlated with improved 
performance. Of the 45 compa- 
nies Mercer surveyed, median CEO 
pay grew significantly faster than 
revenue or earnings growth. The 
correlation between revenue 
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growth and CEO pay was stronger 
among professional-managed com- 
panies than promoter-managed 
ones. 

So do we need to exercise re- 
straint? This is a good time to re- 
member the tenet that wealth cre- 
ation needs to precede wealth dis- 
tribution. Growth in CEO pay sends 
a signal that rewards do follow 
hard work; it is also a powerful 
motivator for aspiring managers 
and business leaders. Some of our 
wealthiest CEOs are our greatest 
philanthropists. But unbridled 
growth in pay is not in the interest 





of India, or of shareholders. How 
can boards prevent some of the 
excesses we have seen in the West? 
m Pay for performance: The me- 
dian revenue growth for the us 350 
was 8.9 per cent; growth in median 
Total Direct Compensation was 
exactly the same figure. Stronger 
linkage of pay to measures such as 
revenue growth, EVA, Total 
Shareholder Return (TSR) will be 
required in India. Company per- 
formance relative to peers is also a 
good measure to determine per- 
formance pay to CEOs. 

พ High proportion of performance 


ห ร อ ง ห คา 4VHY31HS 





pay: US CEOs earn just 16 per cent 
of their Total Direct Compensation 
through guaranteed salary; the rest 
is "at risk" and is earned through 
annual bonuses and Long Term 
Incentives (including equity pay). In 
India, the proportion of pay at risk 
is much lower and ranges between 
25-50 per cent, though this number 
has been growing. 

พ Ownership and Accountability: 
Institutional shareholder groups in 
the us have compulsory stock own- 
ership guidelines for CEOs and their 
direct reports, where a value equal 
to a multiple of compensation 
needs to be held in stock of the 
company. This is considered nec- 
essary as a sign of commitment 
and ownership of the company's 
well being. We could look at 
adopting norms similar to this as a 
pre-requisite to institutional in- 
vestment. Besides, Boards and 
Remuneration committees need to 
play a greater role to ensure pay is 
indeed commensurate with af- 
fordability and performance. 

m Greater transparency and stan- 
dards of disclosure: Several ele- 
ments of CEO pay such as value of 
stock grants, contribution to re- 
tirement benefits are rarely in- 
cluded while computing total pay. 
This is a great opportunity for 
India Inc. to set norms that will 
place it at par with the rest of the 
world on disclosure. 

In short, boards and corporate 
India will need to work hard to 
ensure that while we integrate with 
the global economy and see rising 
pay levels, we do not veer away 
from the tenets of responsible 
executive remuneration. 





R. Sankar is Country Head and 
Padmaja Alaganandan Principal 
Consultant at Mercer Human 
Resource Consulting, India. 





When the world is changing, global 

| corporations can't afford not to. 

| Which is why for transformation, they 
are turning to HCL. Transformation 
through outcome based pricing, 
multi-service integration and 
the creation of new services like 

| Remote Infrastructure Management 

| and Enterprise Transformation 

| Services. Transformation that enables 

| them to stay two steps ahead of 


a rapidly spinning globe. 


technology 
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At HCL we provide holistic solutions 
in Several verticals. In Aerospace, 
we're developing flight management 
systems for aircraft manufacturers 

In Life Sciences, we're helping 
medical device companies 

design implantable devices for 

pain relief. In BPO, we empower 
companies through our multi-location, 
multi-lingual services. And that's 

not all. Our work with global financial 
Services and entertainment companies 
เร bringing high-end technology 

to the world. 





















Servers, printers. projectors, security products and storage solutions 


So if you choose transformation over 
extinction, you know who to talk to 


HCL Enterprise provides various IT services, and manufactures and distributes various IT products like desktops, notebooks, workstations 
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The state and central 
governments want to 
transform Dharavi in 
Mumbai, stereotyped 
(incorrectly) as Asia's 
largest slum, into a 
contemporary township 
that will extend over 
144 hectares, call for an 
investment of over 

$2 billion, and be worth 
five times that figure 
when completed. There's 
just one small hurdle: 
The 6 lakh-odd residents 
squatting on this 


ostensible prime property. 
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Hiranandani Developers 
Emirates Construction 
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IXTY-YEAR-OLD JOCKIN 
Arputham runs his fingers 
along a large map of 
Dharavi. He points out 
two lines that run right at 
the edges of the map and demarcate 
the heart-shaped land mass of 
Dharavi from the rest of Mumbai 
city. “See those two lines...those 
are the Central and the Western 
lines of the Mumbai suburban 


THE DHARAVI 








Total area: 997 acres 
Project area: 360 acres 
Population: 6 lakh approximately 


Estimated turnover of industries in Dharavi: 


$700 million-$1 billion 
Number of slum pockets: 97 


Number of slum structures: Government 
figure is 57,000 although activists claim 
it's close to 90,000 


Industries: Food processing, plastic 
recycling, garment manufacturing, leather 
tanning, pottery and other handicrafts, 
artisans, shops and other petty 
commercial establishments 


Land ownership: 69% BMC, 10% state 
government, 21% private players 


Number of commercial units: 960* 
Number of temples: 27 * 

Number of churches: 6* 

Number of mosques: 11* 

Number of ration shops: 71* 

Employment rate: 45% self-employed 


Unemployment rate: 


Varies between 25% and 45%* 


*Sourced from NGOs, data from 1990. Data on Dharavi 
is tough to come by as the last full scale census wa 
conducted nearly two decades ago 


Indiabulls 
Reliance Energy 


K Raheja 
Lodha 


*Till June 8 


railway network,” says Arputham. 
“If even a fifth of Dharavi's slum 
dwellers decide to block the central 
line for a couple of hours, the city 
would come to a standstill.” Thar’ 
a proposition nobody living in 
Mumbai can dismiss easily. 

For one, the central line ferries 
26 lakh passengers every day, o! 
43 per cent of Mumbai’s suburban 
railway traffic. Second, a fifth of 
Dharavi's slums translate to a lakh- 
plus people—not the easiest crowd 
to manage. Finally, Arputham, 
*Dharavi resident for life", and 
Magsaysay Award winner, hopes 
to execute his plan by the middl: 
of June, if the Maharashtra go 
ernment does not back off from 
its $2.3 billion project to rede 
velop Dharavi. 

Last fortnight, the Maharashtra 
government advertised in leading 
international newspapers (covering 
28 countries), inviting bids from 
international de elopers to rede 
velop 144 hectares of Dharavi. In 
all, Dharavi is spread across 223 
hectares. The remaining 79 hectares 
includes open areas and 85 buildings 
that have been redeveloped by the 
Slum Rehabilitation Authority (SRA 
over the past 10 years. At a cost of 
Rs 9,300 crore, the project hopes to 
change the face of Dharavi, quite lit 
erally. By 2014, the government 
hopes to transform Dharavi into a 
‘sarden township’ that will be choc 
a-bloc with malls, multiplexes, and 
institutes of education like colleges 
and ITIS. 


The Scale 


[hat sounds perfect, at least on a 
powerpoint presentation. But trans 
lating that vision into reality 1s going 
to be much tougher. Despite being 
perceived by most of middle class 


Mumbai as an eyesore, Dharavi is 


Ravi Group 
DLF 


Source: Slum Rehabilitation Aut! 
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Kumar Builders 





bt realty 


THE COUNTDOWN 





BEGINS 


Global tenders have been 
shot out for Dharavi's 
redevelopment... 


Expression of interest document: 
Avallable from June 1 to June 30, 2007 


Dates for receipt of expression 
of interest document: 
From July 1 to July 31, 2007 


Date of opening of the expression of interest 
document: August 1, 2007 


Declaration of successful shortlisted bidder: 


September 1, 2007 
Construction begins: End-2007 


... Which will include housing 

for slum dwellers, space for 
non-polluting industries and area 
for free sale by developers. 


พ Slum dwellers whose names are in 
the electoral rolls of 1995 and whose 
Structures are existing on site will be 
provided free pucca housing of 225 
sq. ft by the developers. 


พ Non-polluting industries will be 
given 225 sq. ft free and area above 
that will be given out with a telescopic 
deduction of 10-30 per cent at 
construction costs. 


m For developers, the plan envisages 
a higher FSI (Floor Space Index) 
than the rest of Mumbai. At present, 
the city has an FSI of 1.33 for 
residential space. For the Dharavi 
project the average FSI has been 
increased to 1.94. 


พ About 70 million sq. ft of 
construction is planned, of which 
30 million sq. ft will be for residential 
space and amenities. The rest (40 
million sq. ft) will be up for free sale. 


พ For every square foot provided for 
rehabilitation, the builder is entitled 
to 1.33 sq. ft for sale. 


B6 BUSINESS TODAY 


เน เชา 





A Dharavi resident: Will she pose a hurdle to the new realtors? 


home to almost 6 lakh people. 
That's more than twice the popu- 
lation of countries like Bermuda, 
Maldives, Antigua and Monaco put 
together. Two, Dharavi is a city 
within a city, one with its own self- 
sufficient economy. Even though, no 
official figures are available, it is 
estimated that Dharavi's annual 
turnover, from its various indus- 
tries, 15 in the region of $700 mil- 
lion-$1 billion (Rs 2,870-4,100 
crore). Moreover, 45 per cent of 
Dharavi's population is said to be 
self-employed. Any relocation of 
these residents and their businesses, 
even though temporarily, would be 
an experiment that has never been 
attempted before. Not in India. Not 
anywhere else in the world. 

The government, however, says 
it is confident of executing the proj- 
ect. For the 57,000 families that 
are living on largely government- 
owned land, the proposal is to offer 
a 225 sq. ft pucca settlement. For 
the industries based in Dharavi, the 
first 225 sq. ft would be offered 
free of cost. *For any person who 
has any industry or commercial 
establishment in Dharavi, the first 
225 sq. ft will be free. Any area 
above that would have to be pur- 
chased even though at significantly 
lower costs," says I.S. Chahal, offi- 
cer on special duty for the Dharavi 
Redevelopment Project. 

Activists like Arputham ques- 
tion the government's approach to 
the issue. "How can the govern- 
ment make people live in 225 sq. ft 


pigeon holes while they make malls 
for rich people to shop? Moreover, 
the government is talking about 
$7,000 families while there are close 
to 90,000 families in Dharavi. What 
happens to them?" says Arputham. 
The government is currently prom- 
ising free housing to all people in 
Dharavi whose names appear in the 
electoral rolls of 1995. Activists 
claim that the government has got 
its numbers wrong and should at 
least consider the electoral rolls of 
2000 as a starting point. Chahal 
says that the government is seri- 
ously considering using the elec- 
toral list of 2000 as a reference 


“This won't be an easy project 
to execute. Then, there is the 
question of government support 
In relocating the people" 

Mofatraj Munot/ Chairman/ Kalpataru Constructions 
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point, even though that would mean 
an additional 17,000 families being 
rehabilitated. 

“All these numbers that the gov- 
ernment is offering are wrong. The 
last official survey of Dharavi was 
done in the late 70s. A good place 
to start would be to undertake a 
fresh survey of Dharavi's popula- 
tion. If the government has reliable 
data, why doesn't it publish it?" 
says Arputham. Others like Debi 
Goenka of the Bombay 
Environmental Action Group (BEAG) 
also feel that government data is 
dubious. “If you look at the differ- 
ent sets of data that various de- 
partments of the government 
have...it’s appalling,” says Goenka. 
“I think malls will replace slums. 
The government is driven by the 
price tag of the project.” 


The Price Tag 

That precisely seems to be the big 
driver of the project—the billion- 
dollar price tag. Even though most 
real estate industry watchers refuse 
to put a number to what Dharavi 
could be worth once it’s developed, 
it is whispered that the price tag 
could be as high as $10 billion (Rs 
41,000 crore). Despite that, real 
estate developers are cautious about 
the project. Says Mofatraj Munot, 
Chairman, Kalpataru Constructions: 
“This won’t be an easy project to 
execute. There is the issue of cor- 
rectness of data provided by the 
government. Then, there is the 
question of government support in 
relocating the people.” Munot feels 
that Dharavi's proximity to the air- 
port and the Bandra Kurla 
Complex—which houses corpo- 
rates like Citibank and icici Bank— 
makes it prime property that’s 
worth the pain that’s expected dur- 
ing execution. 

Indiabulls Real Estate is among 
the developers that has picked an 
Fol. Like Munot, Vipul Bansal, Joint 
Managing Director, Indiabulls Real 
Estate, feels that the scale of people 
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ALWAYS A SLUM CITY 


F YOU THOUGHT SLUMS WERE A 
เอ phenomenon in 
Mumbai, think again. Check 
out this piece of prose: 
"Everywhere on the ground lay 
sleeping natives—hundreds and 
hundreds. They lay stretched 
at full length and tightly 
wrapped in blankets, heads 
and all. Their attitude and rigid- 
ity counterfeited death." The 
author? Mark Twain. The year 
was 1896, when on a tour of 
India, Twain describes the 
streets of Bombay (as it was 
known then). But the slums of 
Mumbai go way beyond the 
19th century and are as old as 
the city itself. 
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In the mid-17th century, Gerald Aungier, the second Governor of 
Bombay, made an attempt to attract traders and artisans from Gujarat. As 
a result, the population of Bombay is said to have grown by approximately 
six times between 1661 and 1675. It is said that some of the lesser pros- 
perous people lived in 'native towns', just outside the Bombay Fort walls. 
Sources on the internet reveal that a count made in 1794 revealed that 1,000 
houses inside the fort walls and 6,500 houses just outside the fort. 

The much-reviled Dharavi itself was not a slum. In fact, as late as 1909, 
Dharavi was one of the six Koliwadas (fishing communities) of Bombay. But 
when the Dharavi creek dried up (as the various islands that make up Bombay 
were joined), the fisher folk lost their livelihood. However, potters (from Gujarat 
and Maharashtra) and tanners from Tamil Nadu migrated to the now-dry 
marshlands to set up their industries. With the explosion of cotton mills in 
the mid-20th century, Dharavi and the rest of Mumbai slums (like Khar and 
Byculla) continued to attract labourers from other parts of India. In some 
ways, Mumbai’s slums are the price that city pays for its progress. 


involved might be the biggest hurdle 
to the project’s success. Bansal is 
cautious when it comes to valuing 
the property. “You must remem- 
ber the fact that the people who 
are living in Dharavi are not moving 
out elsewhere. The polluting 
industries that are present there 
may also not disappear overnight. In 
that sense, Dharavi will continue 
to be a middle- or low-income 
group area,” says Bansal who feels 
the government is very serious about 
implementing the project. Real 
estate industry watchers believe that 
the project, if and when it happens, 


Sources: TIFR, Internet 





will be good for the city. "If 
Mumbai wants to be an interna- 
tional financial city, more real estate 
like this has to come in," says 
Anshuman Magazine, MD, South 
Asia for cB Richard Ellis, a real 
estate consultancy. 

In Arputham's one-room office in 
Dharavi, a lot seems to be happen- 
ing. People from the slum drop in to 
enquire about the latest on the proj- 
ect, even as a former MLA from the 
Shiv Sena walks in with half a dozen 
cronies and promises to *make 
Dharavi a Singur." It's a prospect 
most Mumbaikars will not relish. I 
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Wheat trade in the country is no longer 
what it used to be. Underlying the new 
dynamics is the loss of self-sufficiency in 
production. BT looks at how the farmer 
misread the market, and (surprise!) 

the government got it right. Here's 

how procurement can be made 

more efficient. 

BALAJI CHANDRAMOULI AND AMAN MALIK 


HIS APRIL, BHUPINDER SINGH, A WHEAT FARMER FROM MOGA 
district, Punjab, decided to bet on wheat market prices. He 
held back his entire stock of 350 quintals in the hope that 
prices would rise. Unfortunately, he relied on information that 
was a year old. Last year, the two large wheat producing states 
of Rajasthan and Madhya Pradesh witnessed drought conditions. A 
similar situation prevailed in Australia, a major exporter of wheat, thus, 
driving up global prices. This year, however, not only was there a good 
harvest in the two states, the southern continent is likely to witness a good 
crop, too. Says Pramod Kumar, CEO, Sunil Agro Foods, a large south-based 
miller, who sources his stock from Punjab, Haryana, Uttar Pradesh and 
Madhya Pradesh: *Madhya Pradesh has produced at least three times more 
wheat this year compared to last year. Also, production in Punjab, 
Haryana, Uttar Pradesh and Gujarat has gone up at least 10 per cent." 
Result: the government, a major procurer of wheat (See Is It Good 
Enough?), has come through as a smart buyer. Rather than raise the 
Minimum Support Price (Msp) of Rs 8.50 per kg to meet the requirements 
of the public distribution system, the government decided to float a ten- 
der in the global market, catching farmers on the wrong foot. And, when 
it found the price too high (close to Rs 13 per kg ), it decided to extend 
the procurement season to June 15. The manoeuvre ensured that the farm- 
ers’ “hold out” melted enough for the Food Corporation of India (FC) to 
pick up 10.75 million tonne of the commodity till the first week of June. 
“We will buy 11.2 million tonne by June 15,” says Alok Sinha, CMD, FCI. 
The only other hope for the farmer was also quashed when the central 
government informally “advised” organised traders like Adani Exports, 
Cargill India and Glencore India to keep off Punjab and Haryana. 
Clearly, what helped the government beat the farmers’ “hold out” 
gambit was the wealth of information it had on the harvest in the 
country. Yet, a significant number of medium and large farmers who can 
hold out (compared to the small ones, who cannot), are playing the wait- 
ing game. Says Avtar Singh, another Punjab farmer, who tills 15 acres of 
land and produced 225 quintals of wheat this year: “Although I have sold 
close to half the stocks I had, I am still betting on the prices going up.” 
Singh ended up realising Rs 8.50 per kg, a price he could have obtained 
two months ago. He was lucky; he did not have to bear any inventory 
costs, since the stocks were kept in his own store house; but those who 
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The Indian Meal 


Break-up of the foodgrains pie. 
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Figures in million tonne for 2006-07 
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Shrinking Share 
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do not have this facility have to suffer an erosion of 20 
paise per kg per month in storage charges. Singh re- 
mains defiant—he is hoping that prices will touch last 
year's level of Rs 12.50 per kg, double the price he got 
two years ago. 

Underlying this rather one-sided market play is 
the fact that India is no longer self-sufficient in wheat. 
But what this year's wheat trade goes to show is that the 
farmer is ill-equipped to realise the best price for his 
crop. Farmers, however, still live in hope. Asks Ajmer 
Singh Lakhowal, Chairman, Punjab Mandi Board, 
and President, Bharatiya Kisan Union (Punjab): *The 
government imported wheat a few months ago at Rs 12 
per kg. Why can't we get the same price?" 

The buyer's power (the government is the single 
largest buyer of wheat in India) stems from the weak- 
ness of the seller, the farmer, who operates in a market 
that works mostly on an informal and expensive lend- 
ing system, lack of information on other markets and 
the absence of scale, which, in turn, defines a good part 
of reforms required in the agriculture sector. 

Ironically, some of the farmers are only comfortable 
with this age-old system—where they borrow money at 
close to 18 per cent (this rises in some cases to as 
high as 36 per cent) from middlemen called artryas. This 
is because the penetration of formal banking channels 
that offer loans at 9-11 per cent is poor. Says Bhupinder 
Singh: "I am able to hold on thanks to the credit the 
arttyas otter.” The artrya issues a piece of paper that can 
be transacted at the local village shops to meet farmers' 
daily requirements of food and clothing. Singh, un- 
fortunately, fails to see the complete picture—the artiya 
does not offer him credit equivalent to the price he hopes 
to realise. Hence, if the market does not meet his price 
expectations, he bears the loss, not the artiya. 

To eliminate information asymmetries, a National 
Spot Exchange is on its way. The exchange is ex- 
pected to achieve what the National Stock Exchange did 
to stocks a decade ago—it enabled the customer to re- 


Is It Good Enough? 


Government procurement prices don't enthuse farmers any more. 
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ITC's Sivakumar: Waiting to begin trading in pulses 


alise the best price by replacing the bilateral platform 
(customer-broker) with a multilateral one. Another 
key development is the pending Warehousing 
(Development and Regulatory) Bill 2005, that will al- 
low the setting up of a Warehousing Development 
Authority. What makes it superior to the prevailing 
warehousing facilities (that have a poor penetration in 
the country) is that the authority can issue negotiable 
warehouse receipts, against which the farmer can get 
bank finance up to a ceiling of 75 per cent of the 
value, thus, allowing him to escape the clutches of 
the arttyas. This means big business opportunities for the 
private sector—the Eleventh Plan (2007-201 1) estimates 
this to be close to Rs 1,00,000 crore—but it will be a 
while before farmers benefit from this measure. Says 
Anjani Sinha, CEO, National Spot Exchange: “You can 
expect large corporate houses to get into the picture.” 

Meanwhile, corporate interest in the grain market 
has already begun to ebb. Retailers 
like Kishore Biyani, CEO, Future 
Group, which operates the Big 
Bazaar chain, have already em- 
barked on contract farming. “We 
currently have about 5,000 acres 
under cultivation in Madhya 
Pradesh,” he says. Reliance 
Industries has already made its foray 
into the pulses business and is look- 
Ing at expanding its business, say 
company officials. rrc, the single 
largest private wheat procurer, is 
also waiting in the wings to make its 
foray into the pulses market. *The 
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In search of money: Can the Indian farmer hold out? 


only issue is that of standardisation. Once that is sorted 
out, we will start trading in pulses," informs S. 
Sivakumar, CEO of ITC’s agri-business division. 

While wheat pangs have developed only recently, 
the problem in the case of oilseeds and pulses, is more 
chronic and deep-rooted. The country has been im- 
porting pulses for decades—the country produces 
around 16 million tonne, against a requirement of 
close to 18 million tonne—and this trend is unlikely to 
ease. The reason: the MSP for pulses is on the lower side, 
compelling farmers to switch to more lucrative crops. 
As a result, production is virtually stagnant. 

In the case of edible oils, the country imports close 
to half its requirement of 11-12 million tonne; palm oil 
imports from Malaysia top the import charts. Beefing 
up food security on this count will not be easy, as 
palm is an extremely competitive crop. Farmers have to 
go through a seven-year gestation period which is 
common to most plantation crops; this is a luxury 
the average Indian farmer can ill afford. 

The story on the sugar front, too, is far from sweet. 
Sugar mills cannot sell in the market at will—the gov- 
ernment picks up 10 per cent of the produce at a 
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Rising prices have emboldened farmers to look for better deals. 
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The Wheat Basket 
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fixed price. For the rest, the government sets quotas for 
the mills to sell through the year, since the perishable 
crop is available for only five months of the year. So, 
what do the sugar mills do? They have got a stay order 
from the local courts in Uttar Pradesh, Andhra Pradesh 
and Karnataka to jump the quota limit set by the 
central government. Says R.P. Bhagaria, Chief Director, 
Department of Food, Directorate of Sugar: "Till 
sometime back there were cases of companies selling 
sugar in excess of their free sale quota (FSQ). At present, 
there are no such cases. We have decided to withdraw 
subsidy from any such company that is found selling in 
excess of the FsQ" 

The agriculture sector is replete with examples of 
government failure—both due to over-regulation (sugar) 
as well as total neglect (wheat, pulses and oilseeds). The 
political class is beginning to realise that it can ill 
afford to ignore this sector: the Prime Minister recently 
announced a Rs 25,000-crore package to resuscitate agri- 
culture. The objective: enhance food security and im- 
prove public spending in segments where private sector 
interest will take a while to generate. 

However, given the chronic nature of the malaise in 
the agriculture sector, a cure is some 
distance away. Says Y.K. Alagh, 
economist and Chairman, Institute 
of Rural Management Anand 
(IRMA): “The measures that are be- 
ing put in place, if implemented 
well, will take 3-5 years before they 
start showing results, so it is a long- 
term game." 

But till then, the chasm between 
farmer and the upwardly mobile 
city dwellers will only widen. Result: 
the Prime Minister's plea for 
"inclusive growth", it seems, will 
take a while to materialise. 8i 


906.25 


829.43 


May 7 


Figures in Rs/quintal 











I ims what millions of 
joliseel (ers already know 


AN 


ไซ ชน แท ท เศ ท ท ธุ 






Veg 


S \ 


* ° 
«o 2 0 





WEB AWARDS 2007 


Category: Jobs 


Judged on the parameters of technology, design, usability and content, 
Monster emerged as the overall winner and has been declared the best jobsite in India. 


k 


“x @ monster.com AS 
www.monsterindia.com Magic search. Right jobs 


bt insurance 





It's well known for its insurance ventures 
with the Tatas (and arguably better 
known for being Manchester United's 
principal sponsor). Now, however, the 
world's largest insurer is going the whole 
hog in the Indian financial services 
arena, with forays into mutual funds, 
real estate funds, mortgage guarantee 
and asset reconstruction. 

ANAND ADHIKARI 


HEN THE $999.75-BILLION (CONSOLIDATED 
/ assets) American International Group 
(AIG) took shape way back in 1919, 
the only thing American about it was 
C. V. Starr, the entrepreneur who set 


up the corporation; AIG was actually born in Shanghai, 
China. However, two decades later Starr shifted the 
headquarters to New York as political unrest spread in 
China and East Asia. The world's largest insurer also had 
an [ndia presence from 1945 onwards in the non-life 
space, but nationalisation in the 70s forced the company 
to make an exit. 

Today, the company that ranks sixth-largest on 
the Forbes list is truly a global company with operations 
in 130 countries. Recently it made a splash in the Uk 
when it forked out £56.5 million (Rs 457.7 crore) to 
have its logo on the jerseys of the Manchester United 
football team for four years. That's a 57 per cent in- 
crease over the previous deal Man U had with 
Vodafone, and is also the biggest shirt sponsorship 
deal in English football till date. In India, football is not 
exactly top-of-mind for AIG. But make no mistake: 
It's back in the country with a bang, as a full-fledged 
financial powerhouse. 
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READY FOR KICK-OFF 


AIG has a range of businesses lined up for India. 


PRIVATE EQUITY 

STATUS: Started investing in 1997, peak investment 

of $450 million in infrastructure, telecom, 

retailing and manufacturing 

FUTURE FOCUS: Infrastructure & other growth industries 


LIFE INSURANCE 

status: Launched in 2001, emerged as a top six player 
out of the 14 in terms of gross premium in six years 
FUTURE FOCUS: Health insurance 


GENERAL INSURANCE 

STATUS: Launched in 2001, emerged as a top four 
player out of the eight, focusing on retail, corporate and 
small businesses 

FUTURE FOCUS: Looking at cross-border 

opportunities as India Inc. goes global with 

outbound acquisitions 


AIRCRAFT LEASING 

STATUS: A major aircraft lessor in India with a portfolio 
of over 20 aircraft 

FUTURE FOCUS: Boom in the aviation industry offers 
tremendous scope for growth 


ASSET MANAGEMENT 

STATUS: Just launched its first product in May 2007 
FUTURE FOCUS: As full convertibility happens, AIG 
will look at marketing its specialised products 


NBFC 

STATUS: Recently acquired Vivek Hire Purchase and 
Weizmann Home Finance to launch a consumer 
finance business 

FUTURE FOCUS: Auto finance and credit cards 

are in the pipeline 


REAL ESTATE 

STATUS: Targeting real estate development space in the 
commercial and hospitality sectors 

FUTURE FOCUS: Will look at residential space later 


MORTGAGE GUARANTEE 
STATUS: Has global expertise in the business 
FUTURE FOCUS: Waiting for regulatory guidelines 


>> ASSET RECOVERY 


status: Reviewing the asset recovery business either 
through the NBFC route or as a separate company 
FUTURE Focus: Will leverage its global expertise 





AIG's second tryst with India began some time in 
late 90s, when it was busy sewing together its insur- 
ance strategy with the help of two subsidiaries, one for life 
insurance, and another for the non-life part. Around 
that time, the country was also being swept by a business 
process outsourcing (BPO) wave. AIG, too, was swayed by 
this surge, and promptly put up a captive software 
development centre in Chennai in 2002. Today that 
centre employs some 900 people. 

By then the AiG top brass realised that India had 
much more to offer than just a low-cost back-office. 
The country was also rapidly transforming into a vibrant 
market for the services it provided at a global level. 
Result? The blueprint for India would include, other than 
insurance, a non-banking finance company (NBFC), à 
mutual fund, asset reconstruction (to recover bad assets), 
and mortgage guarantee (which guarantees repayment of 
a home loan to a bank in the event of default by ล 
borrower), to name a few business lines. The man re- 
sponsible for the task would be Sunil Mehta, AIG’s fourth 
employee in India, when he joined in 2000. A former 
Citibanker, the AiG India Country Head operated out ot 
a suite on the 12th floor of the Taj Mahal Hotel in 
downtown Mumbai. The mandate was clear-cut: Stabilise 
the two insurance subsidiaries, and a fledgling private eq- 
uity arm and at the same time identify partners for the 
new lines of businesses. 

Over the past seven years, Mehta has done that, 
and more. Thanks to the fast-growing insurance sub 
sidiaries, AIG India today has grown into a 5,000 employee 
organisation with a presence in 150 cities with about 250 
offices. “Our commitment to India is to be here for the 
long run and understand India from the ground level," 
says Mehta, ensconced in his swanky office in Lower 
Parel's Peninsula Corporate Park in Central Mumbai. AIG 
has now kick-started the NBFC, the mutual fund, and a real 
estate development business, whilst mortgage guarantee 
and asset reconstruction are in the pipeline. 

But it was insurance that showed 
AIG the way. Tata AIG Life fig- 
ures in the top six players out of 
the 14 players in the private s- 
ector players with a total 
premium of Rs 880 crore 
in 2005-06. While every 
other player is selling 
unit-linked insurance 
products, the Tata AIG Life 
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boasts of a balanced portfolio. “We are growing at over 
60 per cent," says Trevor Bull, Managing Director, 
Tata AiG Life Insurance. In non-life, Tata AIG is in fourth 
position out of the eight players with gross premium of 
Rs 572 crore in 2005-06. Says Michael Carlin, 
Managing Director, Tata AIG General Insurance 
Company: “We are looking at general insurance op- 
portunities in India Inc.’s cross-border acquisitions.” 

Before insurance, however, it was AIG’s moves in 
private equity that showed the group’s commitment to 
India and the infrastructure sector. In fact, AIG was the 
first fund to start an India-dedicated $100 million 
(Rs 410 crore) sectoral fund way back in 1997. The 
fund had exposure to toll roads and bridges, CNG 
companies, IT, cement, retailing and telecom. Today, 
AIG has made peak commitment to the tune of $450 
million (Rs 1,845 crore) in India. AIG was also amongst 
the initial investors in the Infrastructure Development 
Finance Corporation (IDFC), in which it still owns 
close to 2.8 per cent. 

That’s, however, all in the distant past, and AIG is 
now looking ahead with its new ventures. It recently 
launched its maiden open-ended diversified scheme in 
the Indian mutual fund market. AIG may appear to be 
a bit late in the asset management business which, at 
last count, had close to three dozen players. But the 
way the company sees it, with assets under manage- 
ment of just Rs 3.5 lakh crore, the industry is still at a 
nascent stage. “We are here for a long haul,” says 
Saurabh Sonthalia, Managing Director, AIG Global 
Investment Group. AIG is banking on product inno- 
vation and an increased acceptance of its global prod- 
ucts. “If full convertibility takes place, we can launch 
a plethora of products that exist in the international 
market," adds Sonthalia. 
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The NBFC is the next big bet of AIG in India. Like the 
host of foreign players that entered India recently by 
taking the acquisition route, AIG, too, has also managed 
to acquire a stake in two small-sized companies, 
Weizmann Home last October and Vivek Hire 
Purchase & Leasing, last December. Weizmann Homes 
is a 12-year-old, Bangalore-based housing finance 
company, with a branch network across 33 cities and 
a portfolio comprising housing finance, a forex deal- 
ership, textile exports and consumer finance. “We 
will initially bring in home, personal and consumer 
durable loans, and later look at auto loans and credit 
cards," says Mehta. 

In real estate, AIG has joined hands with a corporate 
real estate developer, RMZ Corp, to develop commer- 
cial space in cities. Recently, the AiG Global Real 
Estate-RMZ JV made a bid for a plot in Chennai for 
Rs 298.10 crore. AIG is also looking at opportunities in 
the hospitality sector, which include managing hotel 
properties, a business that AIG is present in at the 
global level. Mehta adds that developing residential 
properties coud also be on the cards. 

Meanwhile, AiG is deliberating on the structure 
for the asset reconstruction company, and Mehta says 
he will look at mortgage guarantee as and when the 
sector opens up. If all these forays fall into place, AIG 
will become the only non-bank foreign entity with 
such a comprehensive presence in the Indian financial 
services sector. If there's one piece missing it's a 
banking operation; after all AIG does run banks in a few 
countries like Philippines and Poland. If the Reserve 
Bank does allow foreigners to buy Indian private 
banks post-2008—as outlined in its roadmap—aAiG 
might well prove to be one of the more aggressive 
acquirers in the fray. 8 


. 
Reach into the biggest ay 
N RI pocket in Kerala. rì " 


RII dd 


Malayala Manorama launches its 
j 6 จ ; : - ° E 
10th Kerala edition in Pathanamthitta. ~ ; 


j- 


Pathanamthitta district in Kerala has the highest inflow of NRI deposits in India, thanks to a vibrant NRI communit 
spread across the Middle East, Far East, Europe, Australia and North America. With Malayala Manorama's new edition 
you ean now cost-effectively target this affluent district. So go ahead, tap into purchasing power that's measured in 


Malayala £> Manoram 


Nobody delivers Kerala better 


Dollars. Euros and Dirhams 





bt corporate 


Fortune in 


Ce@kies 


Two and a half years into her stint as the MD of biscuit 
major Britannia, Vinita Bali has got growth back. But 


where are the margins? VENKATESHA BABU 


IRPORT ROAD IS ONE OF 
the busiest avenues in 
Bangalore. Unruly traf- 
fic, rash drivers, blaring 
horns and chaos that 148.8 146.4 
characterise most Indian cities are 
very much in evidence here. Enter 
Britannia Gardens, the spacious, 99.1 
old-world headquarters of Britannia 
Industries located on the very same 1349] 14705 
Airport Road, and an almost eerie ii 
calm prevails. Its manicured lawns, 2002-03 — 2003-04 — 2004-05 
colonial architecture and the art- 98 Turnover m Net Profit 
work on the walls transport visi- ~-~- 
tors back to another more genteel Slicing Up the Cake 
era. It's almost as if the New Britannia's revenue mix is still loaded 
Economy, exemplified by the glass — n favour of biscuits. 
and chrome structures that sur- 


Numbers Tell the Story 


but at the cost of profits. 
2317.1 
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1,817 
1,615.4 


2005-06 


Bu Biscuits 
round the building, has been ban- — 1,9921 
ish f i | 
“Bur frst impressions cam be cit a 
SY & Rusks 20 


deceptive. The second floor of this 
old-fashioned building is where 
the top brass of Britannia, includ- 
ing its Managing Director Vinita Total 
Bali, sits. There is fast-paced action 2,317.1 
happening here. But unlike her 

colourful and controversial pred- 
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Britannia's topline has grown over the last five years, 


2006-07 
Figures in Rs crore 












Igures in Rs crore 


ecessor Sunil Alagh, who 
loomed larger than life during 
his stint, the diminutive Bali is 
deliberately low key. Asked 
about this, she smiles. “I’m glad 
you notice the change in at- 
mosphere. The days of the im- 
perial MD are over. It is all about 
teamwork now. Our growth 
numbers are a vindication of 
the new strategy," she says. 


Growth is the Key Word 
The Rs 6,500-crore organised 
biscuit market in India is grow- 
ing at 14-16 per cent per 
annum. Britannia, 
which enjoys a 38 per 
cent market share by 
value and about 32 
per cent by volume, 
is growing faster, at 
more than 20 per 
cent, informs Bali. 
Traditionally the com- 
pany has been strong in the 
mid- and top-end of the mar- 
ket. Points out Richa Arora, 


Bali (centre) with team: (L-R) Richa Arora, GM (Head-Marketing & Innovation); Anupam Dutta, Head, Britannia New 





Zealand Foods; Neeraj Chandra, VP, Sales, Marketing & Innovation; Durgesh Mehta, CFO and Rajesh Lal, Head, Operations 


GM (Head-Marketing & Innovation): “Our six ‘power 
brands —Marie, Tiger, Milk Bikis, Good Day, 50-50 
and Treat—bring more than 80 per cent of our busi- 
ness." Each of these *power brands" generates more 
than Rs 100 crore in turnover every year. 

At Rs 2,300 crore, the (mass market) glucose seg- 
ment is the largest, and Parle is the overwhelming mar- 
ket leader here, with a two-thirds market share. 
Tiger, Britannia's brand of glucose biscuits which it 
launched in 1997-98, though not the leader, is still a 
considerable success; it commands about 19 per cent 
market share and with all its non-glucose variants, is 
already a Rs 600-crore brand. Says Arora: "We've 
done well in the mass-market segment which is tra- 
ditionally considered a weak area for Britannia." 
Except for the glucose segment, Britannia is the mar- 
ket leader in all other biscuit sub-segments like Marie, 
milk, cream, cookies, crackers and health. 

But while the company's top line has been jogging 
along at an impressive rate, profits have failed to 
keep pace. After touching a high of Rs 148.8 
crore in 2004-05, it slid to 107.6 crore in 2006- 
07. Durgesh Mehta, Britannia's soft-spoken 
CFO, points out the reasons for this. “Fat (read: 
oil), flour and sugar are the three key ingredi- 
ents in our industry. The prices of all these 
items have risen 20-25 per cent in the last year 
alone. Though our long-term supply arrangements 
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Crunch by Crunch 


Market share of individual players across the biscuits value chain 
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"We Must Have 
Rational Competition" 


n January 2005, Vinita Bali, 51, joined 
| Britannia as CEO and was elevated as MD 
in June 2006. An FMCG industry veteran of 
more than 20 years—she has worked with Cadbury 
and Coca-Cola—Bali has managed to put Britannia back on 
the growth path. In an extensive interview with Business 
Today's Venkatesha Babu, she discusses her plans for the 
company. Excerpts: 


While the topline has been growing, Britannia's profits 
have been under pressure. Are you buying growth at the 
cost of margins ? 

No. (Frowns). Not at all. The emphasis has always been 
on growing the company profitably. But input costs of the 
key ingredients have gone up significantly due to infla- 
tionary pressures. Then, competitors are cutting prices just 
to gain marketshare. We must have rational competition. 


Has the ongoing spat between Wadias and Groupe 
Danone, both of whom are equal shareholders, had any 
impact on Britannia ? 

No. 


...but the dispute over the Tiger brand ... 
..(interrupts)...That is a separate issue and is being 
settled between them. Let me make one thing clear: 
Britannia owns the Tiger brand. 


You have made a couple of acquisitions. Is inorganic 
path the preferred route for growth from now on? 

Not exactly. The combined value of the acquisitions is 
only about Rs 50 crore. Our growth has come from 
within. Our cakes and breads division, for example, has 
done business worth Rs 200 crore in 2006-07, which is 
phenomenal growth (100 per cent), compared to where 
we were two years ago. But yes, if we spot opportunities 
at the right price, we will consider acquisitions. 


helped to mitigate the impact, we have, nevertheless, 
been affected by the general inflationary pressure in the 
economy," he says. 

Bali adds that the company has been able to pass on 
only a portion of this increase to customers because of com- 
petitive market conditions. “Biscuits are not the core 
business for one of our two main competitors (read: ITC), 
so it sells at irrational prices just to get marketshare. The 
other one (read: Parle) is privately held, so nobody knows 
its real numbers. It is creditable that in spite of such com- 
petition, we have been able to grow at this pace," she says. 

Hemant Malik, Head, Marketing, rrc Foods, however, 
dismisses these claims. *The Indian biscuit market is a 
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three-horse race between rrc Foods, 
Parle and Britannia. Less than three 
years after entering the market, we 
have captured a 10 per cent market 
share. We believe that the mid-market 
segment will drive growth. Our Sunfeast 
brand has shaken up this segment at the 
cost of incumbent Britannia," he says. 


Difficult Days 


ITC, in fact, entered the scene around the time 
when Britannia, which had dominated the Indian 
biscuit market for decades, was passing through a very 
rough patch. In June 2003, Sunil Alagh was sacked 
as CEO under very messy circumstances; for the 
next 18 months, the company was both leaderless and 
rudderless. The entire management team, including 
its then marketing head Nikhil Sen, either left or was 
sacked for perceived closeness to the old regime. 

In 2004, it got into a bruising battle with rrc 
Foods' Sunfeast brand even as traditional rival 
Parle ran rings around it. A number of regional 
players like Priya Biscuits, Dukes and Bakeman's 
(now owned by Ceylon Biscuits) began to bite 
into its market share even as international players 
like Sara Lee, Excelsia Foods, United Biscuits, 
Kellogg's and GlaxoSmithKline began to chal- 
lenge its dominance in the mid- to premium-end of 
the market. Not surprisingly, employee morale 
and investor confidence were low. 

It was in those dark, difficult days that Nusli 
Wadia, Chairman of Britannia, picked Bali, an 
FMCG industry veteran who had run operations 
for MNC giants like Cadbury and Coca-Cola in 
several countries, to turn the company around. 
For nearly a year after taking over in January 
2005, Bali remained almost incommunicado with 
the media. *We had to set things right internally 
before we communicated with the external world," 
says Bali. 

Even during its worst days, Britannia always 
enjoyed tremendous brand pull, but innovation 
had stagnated. Its last major launch was Tiger— 
and that was in 1997-98. Arora, who's in charge 
of Innovation Strategy, however, has a different 
take. “People associate innovation just with the 
launch of new brands. That's not correct," she 
says. For instance, the familiar image of a glucose 
biscuit is a rectangular slab. What, she asks, if 
Britannia were to launch it in small pieces and 
packaged it like a snack instead of the traditional 
format? *Last year, we introduced more new of- 
ferings than the rest of the industry combined— 
whether it was the sugar-free NutriChoice 
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SPARRING PARTNERS 


The Wadias and Groupe Danone are fighting on several fronts. 


the Wadia family, promoters of Bombay Dyeing, and 
French food giant Groupe Danone, have not been on 
an even keel for some time now. There are several 
fault lines running through the relation- 
F ix 


B TWO MAJOR SHAREHOLDERS (CO-PROMOTERS), 


ship. The latest spat is over Tiger, 
Britannia's best selling brand of glucose 
biscuits, which, along with its variants, 
accounts for 30 per cent of the com- 
pany's revenues. Danone sells biscuits 
under the Tiger brand name in five 
countries, including Malaysia, Pakistan 
and Indonesia. The Wadias want Danone to pay Britannia 
a royalty for using the Tiger brand. Both camps say that 
a settlement on the issue is likely soon. 

Then, Danone, which has globally known dairy brands like 
Actimel and Activia, has not taken too kindly to Britannia's joint 
venture with the New Zealand-based Fonterra for dairy prod- 
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SugarOut or the individual tikki pack, we have laid 
stress on innovation," Arora adds. 

The company claims that it is this innovation that has 
helped it increase its rural sales from a third to close to 
40 per cent of its sales. In the last one vear alone, the 
company says, it has invested Rs 200 crore in capital ex- 
penditure. Says Mehta: “This is significant because, at 
present, 80 per cent of the company's products are 
manufactured through outsourced partners." He adds 
that Britannia, a zero-debt company, is sitting on Rs 400 
crore surplus cash which can be used for inorganic 
growth if required. 

Bali has already made a couple of moves in that di- 
rection. Last year, it acquired a 50 per cent stake in 


“ไท less than three years, we have 
captured a 10 per cent market share" 
Aalik/ Head (Marketing), ITC Foods 





ucts. Further, when Danone tried to enter the country with a 

100 per cent subsidiary, the Wadias objected under Press Note 

1 (which gives Indian partner some say in what areas its 

foreign partner can enter; this provision may now 

be relaxed). Also, Danone's €5-mil- 

lion investment in a nutraceutical 

venture by Avesthagen has been 

challenged in court by the Wadias. 

So, in spite of Britannia MD Vinita 

Bali's denial, it does look like the 

warring partners will need some more 

time to settle their differences. 

Incidentally, the Wadias and Danone each own 50 

per cent of Associated Biscuits International Holdings (ABIH), 

which holds a 51 per cent stake in Britannia through its 

wholly-owned subsidiary Associated Biscuits International. This 

gives the Wadias and Danone a 25.5 per cent indirect stake 
each in Britannia. 





Daily Bread from Café Coffee Day. Daily Bread is a 
specialty manufacturer and retailer of premium bak- 
ery products. Arjun Sekri, who owns the remaining 50 
per cent in the company, says Daily Bread is looking 
to piggyback on Britannia to emerge as a national 
brand. In West Asia, Britannia has formed a part- 
nership with the well-known Khimji Ramdas Group 
to run two bakery product companies. It has bought 
a 70 per cent stake in the Dubai-based Strategic 
Foods International and a similar stake in the Oman- 
based Al Sallan Food Industries Co SOAG. Bali says the 
two companies have a combined turnover of over Rs 
160 crore. *Both in the Indian and international 
marketplace, we will continue to look for growth 
opportunities," she says. 


Dairy Foray 
Britannia also has a Rs 125-crore dairy JV with Fonterra 
of New Zealand which sells cheese, curds, butter, 
dairy whitener, ghee and other products under the 
Milkman brand. With India emerging as the world’s 
largest producer of milk, Anupam Dutta, who heads the 
JV, says the potential for value-added products has 
increased. Given that potential for growth, Motilal 
Oswal in its post-result update on the company, said: 
“We believe that the worst is over for Britannia and the 
impact of pricing and brand power on sales and prof- 
itability will be visible in the coming quarters.” 

Bali will be hoping that the bottom line starts 
reflecting this sentiment. lB 
ADDITIONAL REPORTING BY RAHUL SACHITANAND 
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A clutch of Indian corporate giants is following in the 
footsteps of global megacorps like Microsoft, Intel and 
Alcoa by kickstarting operations in one of the few global 
economies (other than China and India) that's humming 
at a growth rate of 8 per cent. ANAND ADHIKARI 


ARELY HAD THE INK DRIED 

on Tata Steel's $12.9 

billion acquisition of UK 

steel giant Corus early this 

- year when Balasubramanian 

ร รณ aman, who tirelessly worked 
on the big-ticket, highly dramatic 
deal for months on end, found him- 
self in the tourist hot spot of Hanoi 


in South East Asia. No, it isn’t as if 


Ratan Tata’s steel point man was 
taking a well-deserved break in the 
lake city of Vietnam. Rather, the 
62-year-old MD was there to give 


final shape to a billion-dollar 
memorandum of understanding that 
will allow Tata Steel to manufac- 
ture 4.5 million tonnes of steel per 
annum by putting up a complex in 
the Ha Tinh province. The Vietnam 
venture may be small beer when 
compared to the Tatas' recent big 
strides on the global landscape, but 
analysts see the foray as a launching 
pad for many of the group's other 
flagship businesses, such as IT, tele- 
com, power, tea and chemicals. And 
it's not just the Tatas who've taken a 





WHY VIETNAM 


High growth and high literacy are 
attracting huge global investments. 


8.5 per cent growth in 2006, 
projected at 8.2-8.5 per cent 
in 2007. 


$725 compared to India's $840, 
and China's $2,069 


$10.2 billion in 2006, expected to 
touch $20 billion in 2007. 

Is 3.9 per cent of GDP as 

against just 1.1 per cent for India 


$3-4 billion in 2006. So far in 
2007, Vietnam s stock market is 
one of the best global performers, 
offering returns of over 40 per cent 


84 million people, 90 per cent of 
them literate. Two-thirds of the 
population under 30 


Source: Economist/B7 Research 


WIN-WIN IN VIETNAM 


Indian companies find a market, the south-east Asian country finds investors. 









OPPORTUNITY 
Rising demand for steel in Vietnam, especially 


PLANS 
Signed a $3.5-billion agreement with a Vietnam steel major for 






Tata 





Steel a À 5 million tonnes steel complex; NatSteel, a Tata subsidiary, | from the construction sector. Also ideally 
has also bought two steel rolling mills in Vietnam located for exports, to other South East 
Asian markets 
Satyam Plans to set up a development centre by April 2009; Wage costs are attractive compared to India 
Computer Wipro BPO is also considering setting up a similar centre (where they re rising) and infrastructural 
Services bottlenecks are fewer 
Essar Setting up a $527 million hot rolled (HR) steel mill along with | Will provide locally-made HR steel; currently 
Steel two state-owned companies in southern Vietnam. Essar will it is wholly imported 
hold 65 per cent in the venture 
ONGC Signed a seven-year production sharing deal with PetroVietnam Refined petroleum is the second-largest item of 
Videsh for exploration of oil & gas spanning an area of 16,304 sq. km imports (almost 13.4 per cent of the import 
bill) only next to machinery and equipment 
(15 per cent) 
Nicco Plans to set up an amusement park, although nothing No high quality amusement park in Vietnam 
Corporation is finalised yet 
Source: Company data N.A.: Not available 


fancy to this once war-ravaged 
south-eastern country. A host of 
mega-corporations, both global as 
well as Indian, have trained their 
sights on Vietnam. The global giants 
include the likes of Microsoft, Intel, 
Alcoa and posco whilst the Indian 
majors making a beeline for cities 
like Ho Chi Minh, Ha Tinh, Hue, 
Quang Ngai and Binh include, other 
than Tata Steel, Satyam Computer 
Services, Essar Steel, ONGC Videsh, 
and Nicco Corporation (see Win- 
Win in Vietnam). 

A big trigger for the fancy for 
Vietnam came by when the country 
joined the World Trade Organization 
(WTO) in January this year. But the 
interest isn’t new-found for sure; 
in 2006 some $10 billion flowed 
into Vietnam as foreign direct 
investment (FDI). Another $3-4 
billion poured into the stock mar- 
kets as foreign institutional 
investment last year, a year in which 
Vietnam’s gross domestic product 
(GDP) grew by 8.5 per cent. The 
good run has spilled over into the 
current year, with economists fore- 
casting an 8.2-8.5 per cent growth 
in GDP, and the Vietnamese stock 


markets emerging as one of the best 
performing by showering investors 
with 40 per cent returns. 

If Vietnam is on a roll, it's be- 
cause global investors are begin- 
ning to recognise it as the latest 
low-cost manufacturing destination 
in the Asian region. The country 
is thus emerging as a worthy in- 


vestment alternative to India and 
China. A little over 90 per cent of its 
84 million population is literate, 
and two-thirds of it is under 30. 
This makes them ideally suited tor 
industries like rr and rr-enabled 
services. And this vibrant chunk of 
the population would also prove 
to be energetic consumers, which 





B. Muthuraman/ MD/ Tata Steel 


"VIETNAM IS ONE OF THE FASTEST GROWING ECONOMIES 
WITH A VERY STABLE BUSINESS ENVIRONMENT 


bt trade 


explains in part why the economy is 
growing the way it is. What's more, 
Vietnam like India also needs to 
attract huge global investments for 
infrastructure creation. 

Says Muthuraman: *Vietnam 
is one of the fastest growing 
economies with a very stable busi- 
ness environment. We expect a sig- 
nificant increase in steel consump- 
tion in Vietnam." Currently, 6 mil- 
lion tonnes of steel is consumed in 
Vietnam annually, and this figure is 
expected to swell to 10 million 
tonnes by 2010. With construction 
activity gaining momentum, steel 
constitutes the fourth-largest con- 
stituent of Vietnam's imports. 
“Vietnam is one of the fastest grow- 
ing markets for steel consumption 
and that’s reflected in its per captia 
consumption, which is 85 kilos as 
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Virender Aggarwal/ Director & Senior VP (APAC and MEIA)/ Satyam Computer Services 


“VIETNAM HAS A WELL-QUALIFIED AND A LARGE YOUNG 
POPULATION. IN FACT, VIETNAM HAS NOT SEEN THE KIND OF 
WAGE INFLATION WE HAVE SEEN IN INDIA AND CHINA” 


because Vietnam’s imports range 
from commodities like fertiliser 


into software development and 
other forms of outsourcing,” Gates 


and cement to two-wheelers. Not 
just that, none other than Microsoft 
head honcho Bill Gates believes 


against 35 kilos in India,” adds 
Jagdish Mehta , President & CEO, 
Essar Vietnam Steel Corporation. 
The Essar Group is setting up a 2 
million tonnes per annum hot strip 
steel plant there. “The country cur- 
rently imports approximately 1.9 
million tonnes of hot rolled steel 
from global markets,” says Mehta. 

It won't be long before other 
Indian manufacturers also spot an 
Opportunity to substitute imports by 
producing in that country. That's 


THE GLOBAL RUSH 


A number of MNCs from all parts of the world are Vietnam-bound. 


that Vietnam can become a global 
BPO hub. “There is no reason why 
Vietnam could not follow India 














Intel Setting up a $1-billion global semi-conductor manufacturing facility in 
Ho Chi Minh City, which is scheduled to start production in mid-2009 
Microsoft ^ Signed a copyright agreement to reduce software piracy. 
No investment committed so far 
POSCO Undertaking a feasibility study to set up an integrated steel facility. 
POSCO is expected to invest over $1 billion in a 3-4 million tonnes plant, 
scheduled to start production by 2010-2012 NET 
Alcoa Has a $1.5-billion project for bauxite ore mining and another for a 


1-1.5 million tonnes alumina refinery 


Banyan Tree Singapore's Banyan Tree Group is setting up a high-end resort 
in the Thua Dinh Province 


Source: BT Research 
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thought aloud at the Hanoi 
Universtity of Technology last April. 
Satyam Computer has taken heed, 
and announced a 2,000 people 
development centre by 2009. 
Wipro BPO is also exploring the 
possibility of a development centre 
in Vietnam. “Vietnam has a well- 
qualified and a large young popu- 
lation. In fact, Vietnam has not 
seen the kind of wage inflation we 
have seen in India 
and China," says 
Virender Aggarwal, 
Director & Sr. vp 
(APAC and MEIA), at 
Satyam Computer 
Services. 

Just as in 
China and India, 
Investing เท 

Vietnam isn't totally risk-free. 
Infrastructure bottlenecks abound, 
communists are still ruling the coun- 
try, and political uncertainty isn't 
non-existent. Not least, a situation 
like the 1997 Asian currency cri- 
sis—when global investors pulled 
out truckloads of money from East 
Asian countries—has all the 
potential to derail Vietnam's gravy 
train. But then again if you've got to 
take your chances you're better off 
doing so in an economy that's 
growing at 8 per cent. ü 
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Inside 


Indian engineers are turning out to 

be Korean chaebol Samsung Electronics 
Co.'s secret weapon. They are leading 
global productivity benchmarks and are 
now pushing its agenda of innovation 
and helping develop some of the niftiest 
gizmos on earth. SHAMNI PANDE 





AM KISHORE CHABBA, AN OPERATOR IN THI 
manufacturing division at Samsung India's 
CTV plant in Noida, recently noticed that it 
took, on average, 5.2 seconds to solder 
components onto printed circuit boards. 
He suggested a change in the shape of the nozzle from 
which the soldering liquid flowed onto the plate. Result: 
the time taken for soldering came down to 4.5 seconds. 
He was rewarded with Rs 5,000. Rekha Bisht, another 
line operator, suggested changes that reduced compo- 
nent insertion time from 1.1 seconds to 0.9 seconds; this 
is now part of Samsung's best practices worldwide. 
These suggestions have helped make this CTV plant 
one of the most efficient production hubs for Samsung 
worldwide—it has the lowest tack time (the time taken 
for TV sets to roll off the production line) of 4.9 seconds. 


Hyun Bong Lee/ President & CEO (South West Asia)/ Samsung Elec. 


"We need quality components 
at cost-effective rates and see 
India as one of our key hubs" 
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The Samsung R&D hub: Engineers here 
have bagged several patents in 
digital media products 


PHOTOGRAPHS BY SATISH KAUSHIK 


The company receives nearly 60,000 such suggestions 
every year from its 300 employees. “Yet, we do not 
think we are the best as Samsung uses Toyota bench- 
marks in lean manufacturing where 700,000 suggestions 
come from 300 employees," says Girish S. Shah, GM 
(Manufacturing), Digital Media Division, Samsung 
India Electronics (SIEL). Every suggestion here gets Rs 10; 
ones that make a difference to cost efficiency, either by 
way of saving time or by way of cutting unnecessary 
expenditure, can earn anywhere between Rs 500 and Rs 
20,000. Thus far, six employees have earned Rs 10,000 
each while many others have earned smaller amounts. 

These are some examples of production best prac- 
tices emanating out of India. But Samsung’s Indian 
operations are taking the lead in more serious inno- 
vations as well. Vikram Vij, Vice-President (Software 
Centre), SIEL, leads a team that is working on creating 
cutting-edge technologies that go into Samsung's LCD 
CTVs, camcorders, desktops, MP3 players and recorders. 
This centre is one of Samsung's 16 global R&D centres 
and is poised to become the biggest for digital media 
products. *Over the past four years, our role has 
evolved from project support for our headquarters to 





INDIA EVERYWHERE. .. 


India and Indians are setting new standards 
within the Samsung fold worldwide. 





e The CTV plant in Noida enjoys the highest productivity among all 
Samsung facilities worldwide, including Korea. For three 
consecutive years (2004, 2005 and 2006), it has received 
the Manufacturing Value Innovation Award from its 
headquarters in Korea 


e | ก 2006, 56 engineers from Samsung subsidiaries in Vietnam, 
Mexico, Thailand, Malaysia and Hungary visited the Samsung 
India CTV plant in order to be able to benchmark their 
practices against it 


e Samsung India has sent around 10-11 engineers to group 
companies in various countries to help improve their productivity 


@ About 120 Indian engineers are working at the Samsung head- 
quarters in Korea as regular employees. Plus, it has at least 
250 more Indian engineers working there on short-term projects 


The CTV plant in Noida: The bright picture 


base intellectual property (IP) development; we have 
applied for 25 patents so far,” says Vij. 

Under his supervision, 300-odd engineers have 
developed the HDMI interface for Samsung's flagship 
Bordeaux and Bordeaux Art LCD television series, 
end-to-end solutions for thin clients and the multi- 
media slot in the full HD Mosel series of LCD Tvs. The 
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T Vikram Vij/ VP (Software Centre) SIEL 
"Our role has evolved from project 
support for our headquarters to 
base IP development” 


a. 


2 


a 


P 
ute ” 


team has also worked on a patented ‘Magic Rotation’ 
feature in colour monitors (that allows the monitor to 
be rotated in several ways while keeping the image up- 
right) among many others. *Given this record, head- 
quarters is entrusting us with more innovations for the 
global market. Consequently, we will recruit up to 
1,000 people for this centre by 2010," he says with 
obvious pride. 

There are some interesting innovations happening 
out of India that will be part of a new range of flat Tvs 
that will be launched globally. These include the int- 
roduction of PC-like features in televisions, such as a 
channel minimiser, which will allow users to *minimise" 
channels to allow for easy surfing; introducing a *mus- 
ic mode", which will enable users to switch off the dis- 
play without turning off the sound, thereby consuming 
less power; and ล “half-mute” function, which will 
allow users to change the volume in mute condition. 

India's key position in Samsung's global scheme is 
evident from the fact that it appointed Hyun Bong Lee 
as President & cEo (South West Asia), three months 
ago. Lee, who was heading Samsung's Global Home 
Appliances Division prior to this, will be based in 
India, which will become Samsung’s hub for South and 
West Asia. This is the first time that the Korean chae- 
bol has deputed such a senior executive from its head 
office to India. Now, S.H. Oh, President & CEO, SIEL; 
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AT THE CUTTING EDGE 


The Indian R&D centre is among 16 Samsung 


facilities worldwide that are developing 
the latest products for the global market. 





;3HOSH 


SHEKHAR < 


e The Samsung India Software Operations (SISO) unit in Bangalore 
Is one of Samsung s global R&D centres and has been operational 
since 1996. Samsung s other global R&D hubs are located in 
London, Moscow, Beijing, Israel, Korea (4), Japan (2) and the 
US (2). The parent company spends $5 billion (Rs 20,500 
crore) or 8-9 per cent of its global turnover of $63.4 billion 
(Rs 2,59,940 crore) on R&D every year 


e SISO is doing cutting-edge work in the areas of wireless termi- 
nals, network infrastructure, networking, SoC (system on chip), 
digital printing and imaging solutions, multimedia, digital media 
technologies, memory devices and related applications software 


e SISO has a dedicated in-house intellectual property team 
that facilitates IP creation across the organisation. Thus far, 
SISO's engineers have applied for more than 450 
patents related to breakthrough technologies, of which 
20 patents have been granted 


@ 50 per cent of SISO's employees come from the top 10 
engineering institutes in the country 


e IMS (IP Multimedia Services), Next Generation Mobile Handsets, 
Pervasive Computing, Hybrid Memory Devices, SoC design, 
WiMax & Heterogeneous Networks are some of the cutting-edge 
technologies that SISO is currently working on 


@ SIEL has developed an online practical machine manual to guide 
Samsung s subsidiaries worldwide on auto insertion machines 
and to offer online help 





Nanosecond precision: Yes, that's what's required 





4 Ravinder Zutshi/ Deputy MD/ SIEL 
_ "We know our leadership roadmap 


_»  ® in the domestic market. Our 
| uct customisations are unique” 


2) 


H.C. Ryu, MD, Samsung Telecommunications; and 
G.C. Kim, MD, Samsung India Software Operations, will 
all report to Lee. 

[n his first media interview to Business Today, Lee 
acknowledges that Samsung had envisioned India as a 
global hub since 1995. *However, there were some joint 
venture obstacles (100 per cent ownership was not 
allowed in 1994; so, it had to form a Jv with Reasonable 
Computer Solutions, which it later bought out). But we 
have moved steadily towards materialising that vision 
and my appointment will accelerate this process. India 
is an open market. Just as we will export products 
from here, we will tap the excellent talent available here 
and ‘export’ people to other places,” he says, adding that 
over time, Indian talent will rise up the hierarchy 
within Samsung's global system. 

India's contribution to Samsung's global opera- 
tions is also rising. Its factory in Chennai, which will 
cater both to the export market as well as the one in 
south India, will begin production this year and will rec- 
eive an investment of $100 million (Rs 410 crore) 
over the next four years. Last year, the contribution of 
Samsung India's contribution to global turnover was 2 
per cent. This is expected to grow to 5 per cent by 2010 
(by when the new factory will be fully operational). 

Samsung also sees India as a global components hub. 
*We need quality components at cost-effective rates and 


see India as one of our key hubs in this regard,” says 
Lee. It has already taken some steps in this direction. 
Some of its components vendors are being groomed as 
global vendors for CTVs. SIEL has already started train- 
ing them on Samsung’s quality systems. And in May 
2006, it took eight Indian vendors to Indonesia to 
learn about the processes followed by Samsung vendors 
there. Prior to that, it had also sent a few Indian vendors 
to Korea and China to give them a better understand- 
ing of Samsung's quality management systems and 
manufacturing processes. 

Incidentally, rival LG Electronics India (LGEIL) is 
not sitting idle. Says Rajeev Karwal, former head of 
LGEIL's Sales & Marketing Division: “LG is equally 
competitive in terms of productivity, technology and 
production flexibility. However, Samsung has taken a 
global lead in some high-end products and that is 
paying off well. But the interesting thing about these 
Korean players is that they have recognised the imp- 
ortance of developing markets and even have specific 
products and strategies for countries such as Nepal and 
Bangladesh, which is unheard of. It has just not been 
possible for European and Japanese brands to match 
that sort of focus." Karwal is now the founder of 
Milagrow Business Knowledge Solutions. 

Anoop Kumar, President, CEAMA (Consumer 
Electronics & Appliances Manufacturers Association), 
is far more incisive. "Samsung received the Consumer 
Electronics Company of the Year Award from CEAMA 
last year. This is given to companies that introduce and 
work on innovative products and develop new cate- 
gories of products. It has certainly pushed the envelope 
in LCD Plasma Tvs,” he says, adding that SIEL is prima- 
rily responsible for the LCD and Plasma Tv category 
growing 400 per cent to sales of 1.5 lakh sets last 
year. According to ORG-MARG data, SIEL is the leader in 
both categories with market shares of 42.5 per cent in 
LCDs and 34.5 per cent in Plasmas. 

Says Ravinder Zutshi, Deputy MD, SIEL: “We know 
our leadership roadmap in the domestic market as we 
already lead the market here in flat panel Tvs and 
side-by-side refrigerators (double door, large capacity 
units that have a freezer on one side and the refrigerator 
on the other). We are now keen on establishing our 
dominance outside this domain. Even our product 
customisations for the Indian market—such as the 
*mobile tracker' anti-theft device for mobile phones and 
‘cool pack’ feature for refrigerators—are unique, and we 
have applied for patents from India." 

But that's really a small change. Samsung has set 
itself a target of becoming the global numero uno 
innovator in consumer electronics and related tech- 
nologies—and is already well on its way to achieving its 
target—with a little help from its Indian operations. 8 
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The Return 


of the Family 


The promoters at Murugappa have returned to the helm at a time 
when group revenues have topped $2 billion, but the market cap 
has taken a big hit. The challenge is obvious. Nitya vARADARA JAN 


N MAY 8 THIS YEAR, 

when the Chennai- 

based Murugappa 

Group announced its 

annual results, there 
was enough in the numbers to allow 
the low-profile Vice Chairman 
Arunachalam Vellayan the luxury 
of a smile. For the first time since it 
was founded 74 years ago, the sugar- 
to-fertiliser-to-bicycles group’s rev- 
enues had topped $2 billion 
(Rs 8,200 crore); sales at its fer- 
tiliser companies (Coromandel and 
Godavari Fertilisers) were up 19 
and 12 per cent, respectively, while 
profit before tax fared better, grow- 
ing by at 44 and 79 per cent; at the 
sanitaryware firm, Parryware, the 


Losing Value 
Murugappa's Topline is Growing. . . 
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Figures in Rs crore 


joint venture with Roca of Spain 
became fully operational; 
Carborundum Universal, or CUMI, 
struck a Jv with China Engineering 
and Exploration Bureau and ac- 
quired a 49 per cent stake in Sanhe 
Yanjiao Jingri Industrial Diamond 
Company to build its manufacturing 
base in the country and better serve 
its global customers. Elsewhere in the 
group’s business empire, there was 
action as well. EID Parry, for instance, 
signed a deal with Cargill to set up 
an export-oriented sugar refinery 
in Kakinada, Andhra Pradesh. 

Yet, Vellayan isn't too happy. 
At a time when other groups are 
surging ahead on the back of robust 
economic growth, global outsourcing 


... But its Bottom Line has Slipped... 





PROFIT 566.81 564.65 
38175 
245.93 
2000 2004 2005 2006 2007 





and M&As, Murugappa finds its 
own growth hobbled by regulations 
in fertiliser and sugar, two of its 
core businesses. (Broadly, the 
group's businesses are categorised 
under three heads: agri-businesses, 
which include plantations, fertilisers, 
pesticides, and sugar; industrial 
products, including abrasives and 
machine tools; and consumer prod- 
ucts—from bicycles to confectionery 
to financial services). 

In fertilisers, for instance, the 
central government owes Corom- 
andel and Godavari Rs 600 crore in 
subsidies. In sugar, EID Parry, the 
group's integrated sugar company, 
has suffered on account of the 
downturn in the industry, but the 


...While the Market Cap has Plunged. 


MARKET CAP 9.296 
5,768 
3,942 
1,659 
770 
4 | yn —_— -€— -— 
2003 2004 2005 2006 2007 


p companies: Carborundum Universal, Chola DBS Finance, Coromandel Fertilisers, EID Parry, 


Source: Murugappa 
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The de facto CEO: A. Vellayan is seen as more aggressive and results-driven 


state government of Tamil Nadu 
seems to have done its bit, too, to 
make things worse for the company. 
While other states such as Maha- 
rashtra, Andhra Pradesh and Karn- 
ataka have tried to mitigate the sugar 
industry's woes by reducing pur- 
chase tax, allowing export of mo- 
lasses and ethanol, and introducing 
subsidies for sugar exports, Tamil 
Nadu hasn't done anything of that 
sort. *Molasses command a base 
price of Rs 1,800 per tonne in other 
states and as much as Rs 2,500 in 
Pondicherry, but (in Tamil Nadu) 
we are paying an excise of Rs 750 
on a base price of Rs 250," points 
out Vellayan. No wonder, the group 
market cap took a huge hit last year. 


Raising the Bar 

That is just one of the challenges 
that Vellayan and his uncle and 
Executive Chairman M.A. 
Alagappan face with the promoter 
family, which is into its fourth and 
fifth generation, retaking the helm 
last October, when the tenure of 
outsider-Chairman of four years, 
P.S. Pai, ended. The larger chal- 
lenge—and perhaps the single 
biggest—is to ensure that the group 
pursues growth far more aggres- 
sively than it has so far, while 
ensuring that the family, which is 
getting bigger with every generation, 
stays together. “I expect the group to 
remain cohesive for a long time yet, 
given that the younger generation 
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The 
Murugappa Mantra 


e Make fresh investments to expand 
capacities at key group companies 
such as EID Parry and CUMI 


e Push more aggressively into retail 
in businesses ranging from 
fertiliser to bicycles to financial 
Services 


e Combat business down cycles in 
sugar and fertiliser by adding 
products that are not cyclical 
in demand 





e Strike joint ventures in areas 
where building competencies will 
take a long time—4ike in 
sanitaryware and machine tools 


e Tap opportunities in some sunrise 
sectors such as e-publishing and 
nutraceuticals 


e Aim for market leadership either 
nationally or regionally in key 
product segments 


seems committed to making 
whatever adjustments are required to 
sustain the group," says N.S. 
Raghavan, one of the founders of 
Infosys Technologies and a Murug- 
appa board member of six years. 

A benevolent and highly ethi- 
cal group, Murugappa may have 
had a price to pay in balancing fam- 
ily interests with those of the busi- 
ness. For one, it has meant that 
strategic decisions are deliberated 
upon longer (since not all family 
members may have the same 
appetite for risk), resulting in missed 
opportunities. Few know, for ex- 
ample, that Murugappa started an r1 
company back in the early 80s, but 
shut it down because it didn't seem 
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Investing for Growth 


The plans... 
COROMANDEL FERTILISERS 


CURRENT CAPACITY 





GODAVARI FERTILISERS AND CHEMICALS 





Figures in lakh metric tonnes 


PARRYWARE (Sanitaryware) 


CURRENT CAPACITY 





Million pieces per annum 


EID PARRY 

Unit 
Sugar TCD 
Power MW 


Distillery KLPD 


TCD: Tonnes crushed per day 


KLPD: Kilo litres per day 


...and the Money 
Sizeable investments are 


10 


planned at group companies. 


Carborundum Universal 


Tube Investments 


Coromandel, Godavari Fertilisers 


EID Parry 
Chola DBS, Chola MS General 


Figures in Rs crore 
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Godavari Fertilisers: Cash flows ha 
been hit due to subsidy dues 
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N.S. Raghavan/ Board member 

“The group is not quick to 
grab opportunities in the 
new global marketplace” 


viable. (Perhaps, they should have 
given it a few years—they could 
have created another Infosys or TCs.) 
Also, although the group has been in 
a clutch of consumer industries for 
several decades now, it hasn't capi- 
talised on the opportunity to create 
dominant brands. It has been in the 
tea business for 50 years now, but it 
is Tata Tea and Hindustan Unilever 
that have better-known brands 
(Murugappa’s tea brand was called 
Kasthuri). Murugappa’s bicycles 
business (under 11 Cycles of India) 
was set up in 1949, but Hero 
Cycles is the bigger player. “The 
group is not aggressive and quick 
to grab opportunities emerging in 
the new global marketplace," says 
Raghavan. "To a certain extent, it is 
risk-averse when looking at oppor- 
tunities outside its area of comfort." 

No doubt the family knows its 
constraints, but the good news is 
that things are changing. Vellayan, 
who led the acquisition of Godavari 
Fertilisers in 2003 from the Andhra 
Pradesh government and bought 
Out IFFCO’s stake in April this year to 
increase holding to 73 per cent, is 
seen as more aggressive and result- 
oriented. The group's immediate 
goal: Touch $3.5 billion (Rs 14,350 
crore) in revenues by 2010. “We 
aim to be number one or two either 





M.A. Alagappan/ Executive Chairman 


“There is enough and 
more to do to grow and 
sustain the group” 


nationally or regionally in our 
market segments,” says Vellayan, 
54, responsible for group strategy. 
Giving Murugappa Group the 
needed heft will be a slew of 
investments it plans across its major 
companies. Over the last three years, 
it has invested more than Rs 1,000 
crore in capital expenditure, but 
that’s how much (actually, Rs 1,100 
crore) it will be investing this 
financial year alone. EID Parry is 
investing the remaining Rs 350 
crore this year out of Rs 652 crore 
that is going into expanding sugar 
capacity (from 14,300 to 22,000 
tonnes crushed per day by 2008- 
09), setting up cogeneration power 
plants that will up capacity from 
43 MW to 127 MW, and a joint ven- 
ture with Cargill International for a 
sugar refinery only for exports. 
Tube Investments, which has 
grown at a CAGR of 25 per cent 
since 2000, is spending Rs 320 
crore on capacity addition and mod- 
ernisation. Says M.M. Murugappan, 
Director (Technology) on the 
Murugappa Corporate Board, and 
who looks after TI: “Investments in 
capacities and better technology 
applications will improve margins 
and exports." Carborundum Univ- 
ersal, a federation of nine companies 
and four JVs, is investing in buying 


Confident Group is a household name in 
Bangalore, Kochi, Dubai & Singapore. 
We are today, one of the fastest growing 
` conglomerates in the country with 
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V. Ravichandran/ MD/ Coromandel Fertilisers 
“We've given R&D a new 
thrust and will be making 
value-added products” 


out strategic distributors (like in 
the case of CUMI Canada) and setting 
up facilities where it feels it has 
some advantage, in terms of prox- 
imity to customers or raw materials, 
or cheaper power. CUMI is setting 
up a bonded abrasive plant in 
China that would serve as a back- 
end for its global customers, and 
planning acquisitions in Russia. 
Says Chairman Alagappan: *There 





M.M. Murugappan/ Director (Technology) 
"Investments in better 
technology applications will 
lead to better realisations” 


is enough and more to do to grow 
and sustain the group." 

The two fertiliser companies, 
which are to be merged, are diver- 
sifying their portfolios as well. 
"We've given R&D a new thrust 
and will be making a whole host of 
value-added products," savs V. 
Ravichandran, Managing Director, 
Coromandel Fertilisers. In other 
businesses, too, including financial 


Succession Planning at Murugappa 


services (Chola DBs) and nutra- 
ceuticals, investments of Rs 100 
crore each are planned. Then, there 
are some new-age businesses as well. 
Laserwords, an e-publishing com- 
pany managed by M.V. Subbiah’s 
son and former McKinsey consult- 
ant, Subbiah Vellayan, has ambi- 
tious plans of ramping up. Says 
Vice Chairman Vellayan: “Even 
within the core businesses, there 
are plenty of opportunities, both 
inorganic and organic, that we 
haven't yet tapped." 

Some years ago, Tata Sons' 
director J.J. Irani described Mur- 
ugappa as “the Tatas of South 
India”. In terms of integrity and 
ethics, Murugappa more than des- 
erves the tag. Where the comparison 
ends is in terms of aggression. While 
the Tatas have made one big 
acquisition after another in sectors 
ranging from steel to auto to IT 
services, Murugappa has only 
cherry picked. Perhaps, with the 
promoters back in the saddle, 
South India’s dark horse may start 
galloping vet. m 


HE MURUGAPPA CORPORATE BOARD WAS SET UP IN 
1993, but family members decided during 

the end of M.V. Subbiah's (a third generation 
scion) chairmanship in 2001, to make way for 
an outsider professional for this post. This was 
done to introduce modern corporate gover- 
nance norms; N.S. Raghavan, founder member 
of Infosys, and subsequently P.S. Pai, former 
Vice Chairman of Wipro, took over. On turning 
67, Subbiah quit the MCB. Last year in October, 
his brother M.A. Alagappan, 63, became the 
Chairman, and will retire in anofher'two years. 
So, who's next? Evidently, A. Vellayan, 54, 
who is currently the Vice Chairman, and may be 
followed by M.M. Murugappan, 51, who may 


become the Vice Chairman to start with when Vellayan 





Holding the reins: 
Arun Alagappan 


moves up. Although both the cousins have brothers of their 


own, the more visible faces among the fourth generation are 
Arun Alagappan, 31, (the current Chairman's son) and Arun 
Murugappan, 40, who is son of the late M.A. Murugappan, 
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cousin to M.V. Subbiah. Arun Murugappan 
now heads Parry Travels and a couple of 
smaller consumer-facing businesses of the 
group, while Arun Alagappan is Head of 
International Business Development of the group 
(he swung the Roca deal). A recent entrant to the 
family business is Subbiah Vellayan, 38, 
Subbiah's son and a former McKinsey consult- 
ant, who runs an e-publishing venture called 
Laserwords. Among the fifth generation scions, 
the names to watch are Arun Vellayan, the 
Vice Chairman's sor, and Muthu Murugappan, 
son of M.M. Murugappan. Arun Vellayan, who is 
in his mid-20s, works for a private equity firm; 
and Muthu Murugappan, also in mid-20s, works 


with an FMCG company that's not part of the group. 

Outsiders who understand the family structure say that it 
is inevitable that the group will shed some of its conser- 
vatism when the fifth generation moves into key roles. But that, 
at the moment, is some way off. 


® With an introduction to Microsoft's solutions for finding using and sharing information 
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Empowering your people in the new world of work 





In the new world of work, winning entails 
empowering individual employees to work 
productively in a collaborative, unstructured data 
environment by giving them the tools to find, use 
and share the information they need quickly, easily, 
and securely. It involves more than just giving your 
people more software and more training. 


It means: 


๕ - Improving individual and organizational 
productivity by quickly, seamlessly, and securely 
connecting your people with the right 
information 

@ Making better decisions by enabling your people 
to easily organize, manage, and transform 
information into business insight 


@ Achieving greater business success by allowing 
your people to communicate and share 
information with peers, customers and partners 
easily, quickly and cost effectively 


It can help information workers in any role reduce the 
stress of "information overload.” It can leverage 
unprecedented insight from vast storehouses of 
information and these insights can ultimately 
translate into action. It can boost product innovation 
by allowing real-time collaboration among internal 
teams, partners, and suppliers. It can help sales teams 
achieve greater impact by streamlining the 
development of winning proposals. 


"Empowering your people, ultimately, means 
bringing their unique talents, experience and 


judgment to bear in situations where they 
can make an impact." 





Recent progress in search technologies, particularly in 
the Internet space, has led businesses to believe that 
enterprise search may be the answer to the 
challenges of the new world of work. While 
enterprise search certainly provides great business 
benefits, the potential challenges go beyond getting 
access to the information people need. They include 
making sense of the information people have; giving 
them the ability to focus, prioritize, and apply their 
expertise; visualize and understand key data; and 
reduce the amount of time they spend dealing with 
the complexity of an information-rich environment. ú 


Microsoft has been there for the information worker 
for the past 25 years and is committed to helping 
organizations realize the vision and benefits of 
empowering workers with information. Through its 
existing and upcoming versions of Windows, Office 
and Windows Live, the company offers a 
comprehensive platform that includes 
industry-leading enterprise search solutions 
complemented by powerful and familiar tools for 
using and sharing information easily and securely. 
These solutions extend the traditional personal 
productivity suite of authoring and analysis tools to 
enable greater organizational productivity. 


This white paper highlights five key things to consider 
when selecting enterprise search for your business. 
Among other subjects, the paper looks at the role of 
enterprise search in empowering individual workers, 
what types of organizations can benefit the most, 
what to look for in an enterprise search solution and 
why Web and enterprise search solutions are 
different. The paper finally describes Microsoft's 
comprehensive solutions for finding, using, and 
sharing information and highlights a path to 
gradually realize the benefits of information 
empowerment in the new world of work. 








Rapid improvements in the Internet search 
experience have led to the expectation that 
enterprise search should provide results that equal - 
and even surpass - Internet search in terms of 
relevance and thoroughness. After all, if an Internet 
search engine can make sense of billions of Web 
pages, an enterprise search solution should be able to 
meet the search needs of one organization. 





This expectation has encouraged businesses to 
pursue standalone enterprise search solutions in the 
belief that finding the relevant information will 
automatically lead to business benefit. While in the 
Internet context, finding information is the desired 
outcome, (product price comparisons, a particular 
Website, local traffic conditions, etc.) transforming 
enterprise-relevant data into business value requires a 
different, more comprehensive approach: Information 
found using a search has to be organized, analyzed, 
and turned into business insight. This knowledge has 
to then be quickly transmitted to those responsible 
for taking action and driving performance. 


Enterprise search defined 

A complete enterprise search solution should 
allow information workers to quickly find and 
visualize information from the following sources: 
internet. Instantly access and organize the most 
relevant information on the Web. 

Desktop. Find information across the desktop and 
email regardless of format. 

Corporate network. Easily find information on 
internal sites and file repositories, including: 

- Line-of-business systems. Access the most 
updated information from the ERP, CRM and 
other systems 

- People: Instantly locate people and subject 
matter experts within the enterprise 
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Allowing your people to transform information into 
competitive advantage is a continuous process 
comprising, largely, three steps: 

๕ - Getting the right data: Reducing time spent 
looking for information by providing your 
people with search capabilities that quickly 
identify the most relevant business information 
across all data sources via familiar, easy-to-use, 
integrated interfaces 


๕ - Making sense of available information: 
Enabling your people to use the information 
they have found by keeping it up-to-date, 
organized, available, and by providing the tools 
they need to transform it from information into 
knowledge and insight 


«- Sharing information across teams: Working 
better and smarter together and making better 
collective decisions, thereby maximizing 
organizational intelligence by efficiently and 
effectively communicating and sharing ideas and 
information with peers, customers, partners and 
suppliers 

Businesses that understand the challenges and take a 

holistic, long-term view of the problem will benefit 

from seamlessly integrated and secure systems that 
manage information so that people can effectively 
address their organization's needs and make smart 
decisions. Responding to pressure from users and 
other short-term needs may lead businesses to take 
the path of least resistance to managing information. 

Decisions taken with a short term view will lead to 

increased complexity, more dysfunctional systems 

and disparate tools, all with dire consequences for 
productivity and profitability. 
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Tools that empower information workers have an 


immediate payoff 





According to IDC, a typical information worker in 
North America has seen the daily volume of 
business-related email increase by a factor of 10 since 
1997. Confirming this trend, Berkeley University 
estimates that digital information will increase over 
20 fold from 2001 to 2008 (see figure). 


information explosion 


New information produced 
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Figure 1 


As a result of this deluge of data, information workers 
spend progressively more time searching, analyzing, 
and sharing information. This is costing businesses 
across the globe. IDC estimates that information 
workers spend on average 48% of their time 
searching for and analyzing information, (9.5 and 9.6 
hours per week, respectively) which costs an 
organization $28,000 per worker per year. They also 
spend an additional 8.3 hours per week managing 
document routing and approval across teams, costing 
an extra $12,400 per year. Finally, IDC estimates that 
the costs of not finding information, to an 
organization employing 1,000 knowledge workers, 
could reach $5.3 million a year. While these numbers 
provide an estimate for the direct cost associated, 





they don't capture the cost of the time that would 

otherwise be used in high-value added activities. 

How this may be affecting your company. 

Though the challenges faced are wide reaching 

across industries, different factors may play a role in 

how your business is affected. Among these are: 

«- What proportion of your people are information 
workers? iWorkers can be divided into 
knowledge workers (middle/senior managers, 
consultants, marketing execs), structured task 
workers (bank clerk, call center operator, nurse), 
and data entry workers (administrative, 
secretarial, or receptionist) 

«- How information-intensive is your 
industry/business? Some industries like Financial 
Services, Telecom, and Retail are more 
information-intensive than others 

๕ - How effective are your organization's current tools 
in helping cope with information overload? Costs 
of information overload are compounded by 
inadequate or outdated systems and software to 
process information. Critical signs of information 
management challenges include frequent 
complaints from information workers; recreation 
of content; disconnected work streams and 
expertise; and multiple sources of the same data 

These costs are real and substantial and are often 

unnoticed by businesses (see table below). Given our 

increased reliance on information for our day-to-day 
tasks, technologies and tools to improve information 
management efficiency not only have a direct impact 
in cost savings, but also provide information workers 
additional time to perform more value-added tasks 
and improve the bottom line. 


The average cost of information work for businesses 





Number of information workers 


Annual cost of searching and analyzing information 


Cost of wasted time on “searched but not 


(US$ millions) found" (US$ millions) 





Source: Based on IDCs estimates from the report Hidden costs af information work,” April 2006 
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3 What to look for in an 





Present data from the entire business: Users 
must have confidence that an enterprise search 
system provides visibility across the entire 
organization. This includes the desktop, intranet, 
Internet, line-of-business applications and 
people. As simple search solutions have limited 
visibility into these repositories, user confidence 
plummets 

Connect with people, not just content: 
Especially in knowledge-based industries, 
‘Address Book" search is important because it's 
the gateway to an organization's capabilities, 
expertise, and tacit knowledge. An effective 
enterprise search solution should present more 
than a list of titles and contact information; it 
should present results based on social distance, 
expertise, and other useful properties. These 
results must be easily refined, filtered, and 
grouped based on a range of criteria including 
job title and department 


An enterprise search solution, when selected and The above are the essential requirements for an 

implemented correctly, allows the information enterprise search solution. Additional features of a 

workers in an organization to focus on driving state-of-the-art system may include: 

performance. The employees are able to make better @ Providing a single starting point of entry: 

decisions, find critical information, and prevent Information workers should be able to easily get 

duplication of content and effort. These are the a consolidated view of the content they need, no 

bottom-line benefits that companies realize when matter where or how it is stored, without 

they implement the right enterprise search solution. toggling through multiple tools and without 

But achieving these benefits demands more than a having to manually collate, filter, and merge the 

browser toolbar, and much more than a simple list of results 

documents in exchange for a few keywords. @ Adding a search function relevant to the 

In general, an enterprise search solution should: tools that people use every day: Robust 

@ Be designed for the enterprise and yield desktop applications not only provide great 
enterprise-relevant results: An enterprise productivity gains, they also produce great 
search solution must be adapted to the amounts of content. As information accumulates, 
restrictions, security policies and have a link finding it and using it becomes more difficult. 
structure intrinsic to enterprise information The right search tools should provide the same 
environments without losing in performance and sophistication, speed, and relevance as 
speed enterprise-scale solutions, and should be 


embedded directly in the tools that users work 
with every day 

@ Being actionable: In the end, search is only the 
first step on a find, use, and share content life 
cycle. Once content is found, the search is over - 
but simply finding it was not the goal. Finding 
information is of little value if the user cannot act 
on it in the context of the search results. Can the 
user check it in, check it out, collaborate on it, 
and easily extract important excerpts into the 
current task (such as slides from a presentation)? 


These criteria can be used to evaluate and choose an 
enterprise search solution for your business. In this 
evaluation, understanding the differences between 
Internet and enterprise search is fundamental in 
choosing the right solution for your company. 
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Microsoft's approach to empowering information 
workers with information is firmly grounded in our 
belief that a complete solution must bridge the gap 
between information and business action. Therefore 
we offer a complete, integrated platform that 
includes industry leading enterprise search solutions 
complemented by powerful and familiar tools for 
using and sharing information easily and securely. 
These technologies empower your people and 
organization to make better business decisions, be 
more productive, and, ultimately, achieve greater 
business success. 





Described below are the business value pillars of our 
comprehensive platform and our product lineup. 
Quickly Connect People with the Right 
Information 

Reduce time spent looking for information by 
providing your employees, with search capabilities 
that quickly identify the most relevant business 
information across all data sources via familiar, 
easy-to-use, integrated interfaces. 

Key benefits: 


æ- Search across the desktop, corporate network, 
and the Internet with a single click. Reduce the 
time your people spend looking for information 
by integrating desktop, corporate network, and 


Internet business searches into a single interface. 


Search for multiple types of information; files, 
business data, and people profiles. Enable your 
people to find and leverage in-house experts 


4 -— Microsoft's solutions for empowering information workers 





with search results that include people profiles 
along with files and documents 


๕ - Search smartly: quickly find relevant results. 
Allow your people to find more relevant business 
information faster with business specific search 
capabilities 

๕ - Search intuitively: familiar and easy to use. 
Maximize your people's effectiveness and 
minimize training costs with an easy-to-use 
search interface that is integrated into all your 
familiar applications 


wr Search a resource built exclusively for the 
enterprise: scalable, comprehensive and 
manageable. Simplify deployment and 
manageability through an enterprise-ready 
search platform that is scalable, customizable, 
and fully supported by an extensive network 
of partners 


Effectively Apply Information to Your Needs 
Enable your people to better use the information they 
have found by keeping it up-to-date, organized, and 
available. Provide the tools they need to transform it 
from information into knowledge and insight. 


Key business benefits: 

æ- Sort through and select the right information 
quickly. Reduce the time spent interpreting 
search results with detailed summary 
information and visual page previews 

æ- Keep business information organized and 
up-to-date. Ensure that your people work with 
the latest version with comprehensive data 
synchronization between desktops, the corporate 
network, and connected devices 


๕ - Seamlessly integrate information and apply it to 
your business needs. Enable your people to 
transform information into knowledge with a 
comprehensive, integrated suite of information 
management tools 


w- Easily create reports to share business insight 
with others. Synthesize business knowledge 
easily by quickly creating dynamic and 
professional presentations and documents 
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Convert Business Insight into 
Organizational Knowledge 


Work better and smarter together, make better 
collective decisions, and maximize your 
organizational intelligence by efficiently and 
effectively communicating and sharing ideas and 
information with peers, customers, partners, and 
suppliers. 

@ Publish information quickly. Create personalized, 
dedicated sites for each user that can be used to 
store and share data with peers, partners, and 
customers 

๕ - Collaborate dynamically on document and idea 
development. Enable your team members to 
work together dynamically and effectively in 
collaborative workspaces that put the team, 
tools, and information in one place 


@ Communicate more effectively with others. 
Enhance team effectiveness by allowing your 
people to easily find and communicate with 
peers, partners, and customers in multiple ways 
Facilitate collaboration and reduce costs with 
easy-to-use online meetings 

๕ - Build high-value connections with partners and 
suppliers. Improve organizational efficiency with 
integrated, easy-to-use workflows for 
streamlining shared business processes with 
partners and suppliers 

A path to empower your information workers 


With the Microsoft platform you can tailor your 
information management solution to meet the needs 
of your organization. The table below summarizes 
four possible scenarios, which progress in the level of 
amplitude and business value provided. These are: 


information 





Empowerment/Business Value 


Steps to empower your workforce 
From standalone search to a customized platform for finding, using and sharing 


«- Standalone search (Scenario A) is well suited for 
customers looking for a non-customized, 
out-of-the-box solution. This scenario is based 
on Office SharePoint 2007 for Search and 
Windows Desktop Search (see product lineup for 
details) 

æ- Comprehensive Search (Scenario B) is suited for 
customers that are looking for a search solution 
that is more integrated with line-of-business 
systems and that can provide people search. This 
scenario is based on SharePoint 2007 integrating 
Business Data Catalog and Knowledge Network 
add-ons 

«- Find, Use, and Share Basic (Scenario C) build on 
the previous scenario by bringing the powerful 
new features of Windows Vista for desktop 
information management, including search, 
visualization, and sharing technologies 


๕ - Find, Use, and Share Customized (Scenario D) 
provides full empowerment of information 
workers, through the new and innovative 
features of Office 2007, to get business insights 
and improve collaboration across teams 


These scenarios provide maximum flexibility by 
providing deployment options that meet the 
particular needs of businesses while paving a path 
towards full benefits of information worker 
empowerment. 

More information on Microsoft vision for 
empowering information workers can be found at 
http://www.microsoft.com/business 
peopleready/ info/default.mspx 


(9 Standalone Search — () Comprehensive Search (@ Find, Use and Share (Basic) — (3) Find, Use and 
Share (Customized) 


* SharePoint 2007 * SharePoint 2007 
for search * Business Data Catalog 
* Windows * Knowledge Network 


* Windows Vista 


* Office 2007 Enterprise 
(Groove and InfoPath) 


-Why Microsoft 





Microsoft has been intimately involved in a revolution in personal productivity over the last two decades. By helping usher in the 
information economy, the personal computer has changed the way people work. We believe we are in the early phase of another 
revolution - one that promises to do for team and organizational productivity what the PC did for personal productivity. The key 
to this next revolution is increasing the impact of the employees on business performance. We will do this by connecting the 
systems that run the business with the people who drive the business. This experience translates into tangible benefits for any 
business looking to empower its information workers. A few key differentiators are: 

Completeness of vision: We offer a more flexible, richer platform that includes end-to-end solutions for finding, using, and 
sharing information and allowing your business to customize the way searches are performed, visualized, and integrated into your 
applications and shared across teams and with partners. 

Enterprise- ready: Microsoft's solutions are designed for the enterprise and provide enterprise relevant results (see box and 
section 3 of this paper). 

Leader in information worker's tools: We have been active participants in the personal productivity revolution for the past two 
decades. With Office 2007 we will extend the traditional personal productivity suite of authoring and analysis tools to enable 
greater organizational productivity. 

Skills to execute and support: We have an extensive network of partners worldwide and a growing community of trained 
professionals. For our customers, this translates into peace of mind, lower cost of adoption, and availability of support 

Existing and new product offerings: Windows Vista, the 2007 Microsoft Office System, Microsoft 

Office SharePoint Server 2007 - and now Windows Live Search - together provide more than lists of search results from the entire 
enterprise. They provide a reliable search service that connects people to the information they need to drive business 
performance. 

Manageability, scalability and security: Microsoft platform provides the IT professional with a powerful yet flexible platform, 
with familiar interfaces to simplify administration and configuration, all in a secure enterprise environment. These benefits 
translate into lower TCO of IT operations. 


Product lineup 

Windows Vista™ Microsoft's next-generation operating system, builds upon a 30-year legacy of technical excellence, industry collaboration, a rich 
partner ecosystem, and customer-focused product development to deliver the most powerful version of Windows" ever. Windows Vista introduces 
important new features and functionality designed to significantly enhance a computer user's experience in finding, using, and sharing information 
Microsoft Office SharePoint for Search Provides the simplicity desired by midmarket customers along with the security, scalability, and manageability 
required by enterprises. Enables business-tuned search functionality across the customers' intranet by indexing common data sources out of the box 
with security trimmed search results and can also be extended to search third party repositories. 

Microsoft Office SharePoint 2007. Delivers enterprise search functionally for structured and unstructured data sources, security trimmed search results, 
search for third party content sources and repositories, as well as people and expertise search - all built with the security, scalability, manageability, and 
extensibility enterprises expect and require. In addition, SharePoint Server delivers integrated capabilities for portals, content management. business 
forms, and business intelligence built on the Windows SharePoint Services collaborative platform. 

2007 Microsoft Office System. Empower businesses with a new set of powerful tools for creating, managing, analyzing. and sharing information. The 
newly redesigned user interface makes Office Professional Plus 2007 easier to use, and the new graphics capabilities make creating great-looking, 
high-impact documents a snap. Office Professional Plus 2007 - it's all about helping you deliver better results faster. 

Windows Desktop Search Provides a seamless desktop search experience that helps information workers stay productive by delivering the information 
they need in seconds, from thousands of files and email messages located on their hard drive. More than 200 common file types are indexed and the 
retrieved results are completely actionable. Provides an in-context search experience - it works seamlessly with Microsoft Windows, Microsoft Office 
Outlook, and from the Windows Deskbar, providing a familiar and convenient user experience. 

Windows Live Search. Delivers enhanced control over the Web search experience through new features such as search preview, scoping tools, a search 
slider bar that increases the amount of result information on the results page. Windows Live Search also empowers companies to customize their 
Windows Live Search service through the Windows Live Search Macros. 


For more information, visit 

http://www.microsoft.com/india/business/default.mspx 

http://www. microsoft.com/business/peopleready/info/default.mspx 

or contact a local Microsoft representative. 

You can also call Microsoft Connect Customer Services at: 

1800 102 1100 (Accessible from anywhere in India from Airtel land line and mobile phone) 

1800 111100 (Accessible from 36 cities in India from MTNL/BSNL land line) 

91-80-40103000 (Accessible from anywhere in the world from any telecom service provider that provides access to India) 
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More than 37,000 hotel rooms, at a cost of 

$3 billion, are expected to be added over the 
next three years. [hat's more than the 'branded' 
rooms India currently has. 








Best Western to establish 100 hotels and all “Probably not (mad)," says Prithvi Raj 


FOR MORE 


some of the big 
investments announced. 








10,000 rooms under its umbrella in India 
Berggruen Hotels announces $100 
million investment to set up 38 hotels 

in India 

Hilton to invest $143 million to set up 
70 hotels in association with DLF 


HESE ARE JUST SOME OF THE 
headlines that have hit the 
newspapers in the recent past. 
There are dozens of other in- 
vestors, existing and new, who 
have announced plans of plunging into 
India’s booming hospitality industry. In 
fact, there’s so much money coming in— 
at least on paper—that investors would be 
mad to think that there’s room enough for 








Singh Oberoi, the 78-year old Chairman 
and CEO, EIH (read: the Oberoi Group). 

“But then, announcements come for free 
in this country,” chuckles the septuage- 
narian, as an afterthought. 

Oberoi isn’t being a cynic. “The econ- 
omy's growth rate, at 9.4 per cent, even- 
tually had to have a cascading effect on in- 
vestments in the hospitality sector,” he 
points out when asked whether hotels 
have become the new playing field for 
both domestic and global investors. “India 
has approximately 110,000 rooms and 
of this only 35,000 are branded. That is 
fewer rooms than most major global 
cities,” points out Manav Thadani, 
Managing Director, Hvs International. 


CERRO SSE อ ส นา clr ey, SERS WET; 
» Marriott, Carlson, Ritz » Dream Hotels 
Carlton and Country Inn in by Hampshire Hotels and 
association with Unitech Resorts 
CATEGORY: 4 star, 5 star and luxury CATEGORY: Luxury 
แอ IPIE PLANNED PROPERTIES: 28 ots — P Best Western PLANNED PROPERTIES: 5 hotels 
offering 5,000 rooms by 2012 CATEGORY 3 and 4 star CE ceni 
CATEGORY. KEY LOCATIONS Gurgaon, Kolkata, PLANNED PROPERTIES: 100 hotels Amritsar, Banga 
5 star and luxury Noida, Chandigarh, Hyderabad win nest 10 yoars wih 10,000 Hyderabad 
PLANNED PROPERTIES: 70 INVESTMENT: Rs 4,500 crore 





INVESTMENT: Rs 8,000-9,000 crore 
° eM A Moradabad, 


Jaisalmer, Hyderabad, 
Bhubaneswar, Bangalore, Mumbai, Hy en hane 
INVESTMENT: $550 million (Rs 2,25 INVESTMENT: $1.2 billion (Rs 4,920 
crore) by DLF and $143 million crore) by its master franchisee 
(Rs 586.3 crore) by Hilton (in phase in India, Cabana Hotels 





And it's not just the foreign players but also the Indian 
hospitality companies who are getting into high gear. 
*We have invested Rs 1,500 crore for our three up- 
coming properties in Bangalore, Chennai and Ahme- 
dabad, which will be operational in the next few 
years," says Nakul Anand, Divisional Chief Executive, 
irc Hotels. Apparently, the opportunities seem big 
enough to excite even blue-chip barons such as RIL’s 
Mukesh Ambani and Bombay Dyeing’s Nusli Wadia. 

In terms of capacity addition, the top 10 mar- 
kets—Delhi/NCR, Mumbai, Kolkata, Chennai, 
Bangalore, Hyderabad, Pune, Goa, Cochin and Jaipur— 
alone will see 6,440 rooms added this year, 11,043 in 
2008 and 20,102 in 2009. Compare this with the 
1,046 rooms added in 2006 and you begin to get a 
sense of the excitement in the industry, which grew at 


» Formule 1, JV between » Dusit Thani Hotels 
Emaar-MGF and Accor in association with Bird 
Budget Hospitality Services 
100 hotels 4 and 5 star 


(10,000 rooms) with 50 in first phase 
by 2011 and remaining by 2016 


Delhi, Mumbai, 
Bangalore, Hyderabad and Chennai 


(T: $300 million 
crore) 


2010 and remaining by 2013 


Pune, Amritsar, Jaipur 


(Rs 1.230 
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Six, first three by 
Delhi, Goa, Rishikesh, 


$200 million (Rs 820 crore 
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10.4 per cent year-on-year from 2005 to 2006. 
According to Raymond Bickson, Managing Director, 
IHCL, the demand for hotels is expected to grow at 18 
per cent over the next few years. It's not just new 
players who are trooping in with their brands and 
money. Established players like the Hilton and Best 
Western, both of whom had rather forgettable tenures 
in their earlier avatars, are working on a comeback. 
“The quality of hotels franchised earlier was not rep- 
resentative of Best Western standards, resulting in ล mis- 
match between brand strategy and brand recogni 
tion,” admits David Kong, President and CEO, Best 
Western International. 

The demand-supply mismatch of hotel rooms is so 
acute that even the stand-alone, mom-n-pop hotels are 
quoting room tariffs that are 40 to 50 per cent of 


b. > ๕ Ww». 


» easyHotels in association 





with Istithmar Hotels of Dubai 
No-frills 
8 hotels by 2010 
Delhi, Mumbai, 
Bangalore, Chennai, Hyderabad 
IENT- $120 million Keys Hotels 
from Berggruen Holdings 


» Four Seasons 


Luxury 38 hotels and 
] hotel resorts by 2012, 4,200 rooms 
Mumbai Bangalore, Kolkata, 
Rs 500 crore by Ludhiana, Thiruvananthapuram 


local partner 





Budget and mid-market 


$100 million (Rs 410 crore) 





PRIVATE INTEREST 

With a growth in RevPAR (revenue per available room) 
of over 26 per cent—compared to China's 14 per 
cent—few venture capitalists and private equity players 
want to miss the action in India's hospitality industry. A 
look at who's putting money where: 


e Warburg Pincus: 26.11 per cent stake each in 
Lemon Tree Hotel Company and Red Fox Hotels 
for Rs 210 crore and Rs 70 crore, respectively 


e Kotak Mahindra Realty Fund: 3.5 per cent stake 
in Lemon Tree Hotel Company for Rs 32 crore 


e Bessemer Venture Partners and New Vernon 
Private Equity: 28 per cent shares of Sarovar 
Hotels for Rs 38 crore to part fund its Hometel 
brand 


e WestBridge Capital Partners (now Sequoia 
Capital India): 10 per cent stake in Royal Orchid 
Hotels for Rs 25 crore 


๑ ICICI Venture Funds: 26 per cent stake in 
Viceroy Hotels for Rs 140 crore 


e Berggruen Holdings: Wholly-owned subsidiary 
Berggruen Hotels is setting up Keys Hotels in 
India, investing $100 million 


e Dawnay Day: Setting up Dawnay Day Hotels in 
India with an investment of $1.2 billion 


five star rates. That probably explains the announce- 
ments of $10 billion in investments over the next five 
to 10 years, with $3 billion expected to materialise over 
the next four years. The capacity addition: 70,000 
rooms across all categories. That's an incredible num- 
ber compared to the scenario even two years ago. 
Back in 2005, the foreign direct investment (FD) in hos- 
pitality was 1 per cent of the $10.3 billion that flowed 
in. However, the hardening of interest rates since the 
time most of these announcements were made may 
prompt a rethink on the size of investment. 


Not so Budget Anymore 

The segments that most of the investors seem to be 
interested in are budget and mid-market. The reason is 
pretty straightforward. The five stars in India are over- 
priced, with an ordinary room costing $400 a night or 
upwards, excluding taxes. Compare that with a desti- 
nation like Singapore, where you can get a five-star room 
for $200 a night. That leaves a huge chasm in the 
economy segment, which may or may not be shoestring 
but is certainly not lavish. And it's a chasm that players 
like Lemon Tree, Roots Corporation, Sarovar Hotels, 
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Chairman & CEO/ EIH 


“The booming economy had to havea 
cascading effect on investments in hotels 





Royal Orchid Hotels, Uniglobe and others hope to fill. 
Hope is the operative word here. “In India, the 
embedded cost of a hotel project is 60 per cent, which 
is the cost of the land. Compare that with the us, 
where only 15 per cent is the land cost and 85 per cent 
is the construction cost of a hotel project,” explains Patu 
Keswani, Chairman and Managing Director, The 
Lemon Tree Hotel Company. That, Keswani says, 
makes it extremely tough for a budget or economy seg- 
ment hotel to sustain its low prices for long. Case in 
point: Roots Corporation’s Ginger Hotels, which cre- 
ated a flutter with its sub-Rs 1,000 room rates, but 
ultimately had to revise them upwards. Besides, given 
that the hotel industry sustains itself on domestic 
tourists, who are largely price conscious, the budget and 
economy segment is a natural driver for growth. 

The scary hotel economics raises an interesting 
question: given that economy segment hotels in India 
have had to scale up, bringing their room tariffs close 
to those of top-end hotels, is the market mature 
enough to accept scaled-down accommodation? 
Experience shows, perhaps not. For instance, Indian 
Hotels (read: Taj Hotels) tried that with Gateway 
properties but it didn’t prove to be a roaring success. In 
fact, even the current crop of economy segment play- 
ers have had to introduce a second-rung brand as the 
mother-brand moved up the value chain. Lemon Tree 
has a Red Fox, Royal Orchid launched Peppermint and 
Sarovar, Hometel and Portico. 

Sanjay Chandra, MD, Unitech, which is developing 
Marriott’s Courtyard brand and also setting up a 
property in Kolkata under the Ritz Carlton brand, 
has an explanation. “Culturally, Indians are not 
accustomed to a budget hotel,” he says. Accustomed to 
being served even at a roadside eatery (dhaba), Indians, 


REALTY PLAY 


N THE FACE OF IT, THERE'S LITTLE 
reason why realty players should 


look at hotels. Sure, one could ar- | 
gue that there's a captive land bank ` 


with them but even so, in the words 
of Shakti Singh, Director, DLF Hotel 
Holdings: "Retail commands a better 
rate of return than hotels—30-50 


per cent as against a little over 20 per ` 


cent for hotels." Then why the gold 
rush? DLF, Unitech, Eros, Nitesh 


Estates, Nirmal Lifestyle have a full or- | 


der book for hotel clients. Dharmesh 
Jain, CMD, Nirmal Lifestyle, which 
plans to invest $250 million in 


constructing five hotels for the Accor 
Group in and around Mumbai in dif- 
ferent categories, feels that while re- 
tail gives a steady line of income, 
hospitality, due to its cyclical nature, 
tends to outdo retail in a good year— 
a fact that makes it a gamble worth 
taking. The best thing for realty play- 
ers foraying into hospitality is to opt for 
mixed use projects, as high rises in re- 
tail are not possible given the cur- 
rent limits on floor space index (FSI). — 
between 1.5 and 1.75—according 
to Singh. Elsewhere in the world, the 
FSI in the central business district 
ranges between 5 and 15. "Certain 
sites may warrant a hotel rather than 
a mall as it may not fit into the local 


environs," he points out. 

Mixed use land development is 
also the way for Unitech's Sanjay 
Chandra, who says that as developers, 
their incremental effort is not large, 
since certain expertise is already avail- 
able in-house—architectural services, 
interior design and centralised procur- 


, ement, which can bring down costs by 


15 per cent. “We not only have access 
to land but also know its develop- 
mental history," says Chandra. In fact, 
he feels that given the high cost of land 
acquisition, hotel companies will incre- 


. asingly go in for tie-ups with develop- 


ers having ready access to land banks. 
At the end of the day, says Singh, 
hotels too are a real estate project. 


Chandra says, definitely expect a bellboy to fetch their 
luggage even if it's a no-frills two-star property. Lemon 
Tree's Keswani will likely agree. His first property in 
Gurgaon was positioned as a bottom-end three-star but 
eventually scaled up to a four-star. 

Admitting the role of predatory pricing, Keswani 
says that ultimately market economics force an upgrade, 
in the absence of which the brand's 10 
(investment quotient) suffers adversely. “You must 
understand that the concept of economy hotels is still 
evolving in India. When we started out in 1994, we dis- 
covered that travellers demanded add-on facilities 


* 


/ Managing Director/ Indian Hotels 


“The demand for hotels is expected to grow 
at 18 per cent over the next few years” 








such as room service, luggage delivery and wider culi- 
nary choices, and they were willing to pay more,” 
points out Ajay K. Bakaya, Executive Director, Sarovar 
Hotels and Resorts. So with the additional costs passed 
on to the customer, Bakaya was only too happy to scale 
up his properties. 


Blame the Realty Boom 

However, scaling up is not just a matter of choice for 
many, but is a function of asset economics. With real 
estate prices going through the roof, many hoteliers suc- 
cumb to valuation pressures, trading their original 
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(akul Anand / Divisional Chief Executive/ ITC Hotels 


“We have invested Rs 1,500 crore for our 
three upcoming properties” 
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plans of a budget hotel for a more upmarket facility— 
something that Leela Hotels was forced to do after it 
realised that market economics will not support an 
economy hotel on the three-acre plot it recently 
acquired in Delhi for a staggering Rs 611 crore. 

The open auction of land assets by the city devel- 
opment authorities has got hoteliers crying for ‘creative 
land-banking’, which means allotments as against auc- 
tions. “At Rs 40 crore an acre, the reserve price in an 
area like Rohini or Dwarka in Delhi’s suburbs—which 
are not ‘happening’ as far as hotels are concerned—the 
cost per room makes the project financially unviable,” 
points out Ambar Maheshwari, Director Investment 
Advisory, DTZ India, referring to the recent auctions of 
land parcels by DDA that came a cropper. 

No doubt, that is why developers such as DLF, 
Unitech, Nirmal Lifestyle, Eros, and Nitesh Estates 
are capitalising on their land banks and getting into hotel 
construction (see Realty Play). Even an established 
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player like EIH—which has steadfastly refused to join the 
economy bandwagon for fear of diluting its brand 
equity—is now open to the idea of not having complete 
ownership of its land assets. 

The boom, however, has raised fears of oversupply 
four years down the road when the projects actually 
become operational. *Hospitality is a cyclical busi- 
ness—so, yes, there will be some correction after 2010 
(after the Commonwealth Games in Delhi), which 
could last for 1-2 years," feels Mandeep S. Lamba, Mp. 
Dawnay Day Hotels India. His views are corrobo- 
rated by Thadani, who says cities such as Pune, NCR and 
Bangalore will take a modest hit in room tariffs. *Then 
again, that could be offset by the volumes in domestic 
tourism, which is actually what sustains the industry as 
against the perception that it thrives on international 
tourists," counters Thadani. 

The chicken, they say, is flapping its wings. But will 
it lay an egg? Wait a while. 


RAIL TALE 


ITH 43,000 HECTARES OF LAND 

lying vacant—out of a total 
inventory of 4.23 lakh hectares—the 
Indian Railways has finally got a 
hold over its latent fiscal potential. 
The Rail Land Development 
Authority (RLDA) set up last year 
to commercially exploit surplus land 
through private-public partnerships, 
has already awarded licences for 
20 budget hotels, with another 80 
planned across the country. Key 
sites include Chennai, Madurai, 
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Thiruvanthapuram and Ramesh- 
waram in the south; Chandigarh, 
Shimla, Amritsar, Srinagar and Katra 
in the north; Mumbai, Thane and 
Nagpur in the west; Gwalior in cen- 
tral India, and Sealdah in the east. 
Most of these properties are under 
various stages of renovation by pri- 
vate players, including IHCL's Roots 
Corporation, which is converting the 
Rail Yatri Niwas in Delhi into a 
Ginger Hotel. The RLDA has allotted 
land on a long-term lease basis and 
the hotels coming up will all be in 
the budget segment. 





Time for overhaul: Rail Yatri Niwas, 
Delhi, will soon be a Ginger Hotel 
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©) it’s not a hotel and doesn't 
| feel like home either: Taj 
Wellington Mews in Mumbai 
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Happened to 


Serviced 





Apartments? 


A few years ago, serviced apartments seemed all 
set to take off. They haven't. What went wrong? 


HEN 32-YEAR-OLD SHASHI BHUSHAN 

Chidara took up an assignment with 

World Space in Bangalore two months 

ago after spending eight years in the 

Us, he and his wife checked into 

Homestead's serviced apartments on Bangalore's 

Lavelle Road. It's a temporary home until they find a 

‘permanent’ residence for the next 15 months that 

they plan to spend in the country. Homestead is nice 

and comfortable—even luxurious, perhaps—but, as 

Chidara puts it, at Rs 4,200 per day, it is a bit steep even 
for a well-paid executive like him. 

To rewind, serviced apartments appeared like the per- 

fect antidote to exorbitant hotel rooms. Until, of course, 
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the serviced apartments became pricey themselves. 
Consider the Taj Wellington Mews in Mumbai where 
ล two-bedroom unit could cost between Rs 6,5 0,000 and 
Rs 7,25,000 per month, a three-bedroom between Rs 
7,85,000-8,25,000 per month and a four-bedroom. 
Rs 25,00,000 per month—all rates exclusive of the 
10 per cent applicable tax. Things at the Lakeside 
Chalet Marriott Executive Apartments in Powai are 
no better—depending on the length of stay and the type 
of apartment, you could end up coughing up $220-420 
(Rs 9,020-17,220) per night. And that, of course, does 
not include any captive services you might avail of — 
laundry, telephone and restaurants. So then, if you are 
paying the price of a five-star deluxe hotel, why not stay 
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in a full-service hotel? Especially when, as Chidara says, 
you cannot make the slightest change in the décor of the 
apartment, which in any case intimidates his friends and 
relatives for its hotel-like ambience. *You certainly 
don't get the feeling that it's your home,” he observes. 

The irony is, as a concept, there is nothing wrong 
with serviced apartments. According to an HVS 
International survey of the serviced apartment seg- 
ment in India, they score over a matching luxury hotel 
due to their lower fixed costs, lower payroll and related 
expenses as well as lower administrative and operational 
expenses. "But—and it's a big but—the high land cost 
forces many developers with serviced apartment 


The serviced apartments are nice and 
comfortable, but come with a price tag 
that matches that of a five-star hotel 





ambitions to seek instant gratification and sell them off 
as top-end apartments because, typically, for a serviced 
apartment, the returns start flowing in after two years," 
points out Shakti Singh, Director, DLF Hotel Holdings. 

DLF, which has tied up with Hilton for setting up 
close to 70 hotels, has opted for serviced apartments co- 
located with its hotels to tap into the synergies of the 
hotel. Singh also makes a distinction between serv- 
iced apartments and serviced residences. “Serviced 
apartments can be rented out for more than a day 
and could even be used to describe a hotel room with 
an attached kitchen, whereas in serviced residences, you 
sell the individual units," he explains. 

Of course, one way to offset the high costs is for 
builders to opt for a guest-invest model, wherein an 
apartment is sold off to an individual who uses it for a 
certain time of the year and then gets back into the 
rental pool—the rent gets shared between the builder 
and the apartment owner, says Sameer Jasuja, In- 

“rge, Assotech Cabana, which offers such a model. 
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Interestingly enough, the sector, which is still not 
quite as ‘hot’ as hotels, is witnessing a revival of sorts. 
At last count, there were 50 serviced apartment com- 
plexes being built across the country—each entailing a 
minimum investment of Rs 100 crore. While Sarovar 
Hotels is contemplating a management contract, Leela 
Hotels, which currently manages one in Gurgaon, is 
looking to get into the ownership side of things later this 
year. ITC's Fortune Hotels is also close to finalising a 
management deal in Bangalore, where it expects to of- 
fer serviced apartments in the $80-150 (Rs 3,280- 
6,150) per night range. 

The reason for this new-found interest could be the 
arrival of hundreds of expatriates over the past couple 
of years, forcing employers to hunt for an alternative 
to hotel accommodation. *Since these apartments 
are for long-staying guests, people who come to India 
for medical or healthcare purposes could also be a 
good market to tap," suggests Jasuja. Another target 
market, according to HVS International, is the increasing 
number of single woman travellers on a business trip 
to India. 

But for that to happen, serviced apartments need 
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to rationalise their tariffs—currently, they are 10-12 per 
cent cheaper than hotels but need to be 25-40 per 
cent cheaper to attract clients who might be drawn to 
discounted hotel rates. In fact, that is one of the main 
reasons why serviced apartments have not been able to 
garner a major share of long-staying guests. If they try 
to move far too down the price range by limiting 
services, they find themselves pitted against operators 
of conventional limited-service hotels. Move up with 
more bells and whistles, then they go head-to-head with 
all-suite hotels or the high-end category of rooms in 
luxury hotels. And given a choice between limited 
and full service at comparative prices, it's a no-brainer 
as to where a guest would rather be. 
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A 2 of manpower and 
soaring overheads have forced 
hotels to adopt technology to 
lower costs and improve service. 


' OU WALK INTO A HOTEL LOBBY, SELECT YOUR 
room from a touch-screen kiosk, swipe 
your credit card and quietly collect your en- 
coded key card from the kiosk's vending 

WA- slot. Nope, that’s not the future of the hos- 
itality industry but the present and it’s happening at 

Ginger Hotels, the no-frills brand from Roots 

Corporation of IHCL. No long queues at the reception 

counter, no waiting for the luggage to be brought in and 

no traditional welcome tika and garland (for the die-hard 
tika tans, their TVC does show a guest applying it himself!). 
Welcome to the world of automated hospitality. In 

an industry that is renowned for its human interface with 
guests, brands like Ginger are not just redefining the rules 
of the game but in the process changing the game itself. 
“Mom-n- pop no-frills hotels have been around in India 








tor a long time, but because of their limited investment 
and know-how, many of them offer poor value,” says 


Prabhat Pani, CEO, Roots € 
rooms at Rs 999 a night ( 


which offers 
at select properties) and 
competes with guest houses and unbranded hotels. 
While Pani’s reason for cutting down on human in 
teraction is his focus on the no-frills segment, a short- 
age of skilled manpower is the reason for the larger and 
more expensive hotels. While earlier it was the BPO 
sector that dipped into the hospitality pool, retail and 
airlines are now taking turns draining manpower away 
from the industry. Some, 


Corpi ration, 


like Lemon Tree Hotels, 
have introduced employee stock options (ESOPS) for su 
pervisors and above, while others such as EIH offer them 
only to senior executives. Given an attrition rate of 20 
per cent, players like Sarovar Hotels, a mid-market 





HILE TECHNOLOGY WILL PLAY 
a leading role in budget to 
mid-market segments, it 
will only be a facilitator in the up- 
scale and luxury hotels, feels 
Prakash Shukla, Senior Vice 
President and CIO, Indian Hotels. 
"See, the back-end operations like 
reservations, property management 
systems (PMS) and loyalty pro- 
grammes have already been auto- 
mated, eliminating the need for hu- 
man interface, which is only limited 
now to front of the house areas," he 
elaborates. Mandeep S. Lamba, 





brand, are dangling substantial re- 
tention bonuses in front of employ- 
ees to make them stay. Salaries in the 
sector—especially for managers— 
may have increased by 60 to 100 
per cent over the last three years, 
but the work-life imbalance contin- 
ues to take its toll on the human re- 
sources pool of hotels. 


Trimming Costs 
With talent in short supply, hotels 
are on overdrive on the cost front. 
They are looking closely at both fixed and variable ex- 
penses, including things like energy consumption and 
even project costs. Hotel construction technology, 
which used to be a major reason for a facility's long 
gestation period, has ushered in some new concepts. 
Berggruen Hotels, which is introducing its Keys brand 
in India in the budget segment, has adopted a cookie- 
cutter approach for its venture with hotels having 
the same design, a similar room size and detailing, and 
standardised tangibles. The blueprint can be executed 
anywhere, according to Partha Chatterjee, CMO, 
Berggruen Hotels. 

Others like easy Hotels, which is coming to India in 
a joint venture with Istithmar Hotels, is opting for 
stack, connect and stick technology to not just cut 
down construction costs, but also payback periods. 
While the concrete shell will be prepared onsite using 
pre-fabricated columns, the rooms will be mass pro- 
duced at a "factory" off site at an Istithmar facility in 
Dubai. It would include the room's structure made of 
steel, the flooring, which will be built from a composite 
material, all internal plumbing and wiring, furniture, flat 
screen TVs and even bedding and towels. Each room will 
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Managing Director, Dawnay Day 
Hotels India, considers technology 
important, but says that it is a cycli- 
cal phenomenon. "For the next 5- 
10 years, technology will play a 
huge role with the internet emerging 
as the single-largest sales tool for 
hotels. However, there will be a 
return to human interface," he pre- 
dicts. A fact corroborated by P.R.S. 
Oberoi, Chairman and CEO, EIH 
(Oberoi Hotels), who feels that while 
technology can improve efficiency, 
in hospitality, it cannot replace the 
human element. 


be 15 square metres in size and will 
be shipped to the hotel site to be 
stacked and stuck inside the con- 
crete shell. Each room will be con- 
nected with the others through pre- 
fabricated corridors and lifts. 
Istithmar claims that if the concrete 
structure is in place, a typical 200- 
room easyHotels can open its doors 
within five months. 

Energy costs, which typically jack 
up a hotel's operational expenses, 
are being bettered with the latest in 
technology. “Typically in India, energy costs are 10 per 
cent of operational expenses for a hotel—that is twice 
the world average,” points out Ajay K. Bakaya, 
Executive Director, Sarovar Hotels, which has in- 
stalled Variable Refrigerant Volume (VRV) systems that 
Bakaya claims have cut energy costs by 50 per cent. 

Hoteliers say that with customers becoming cash rich 
and time poor, operational efficiency is becoming the key 
differentiator. For instance, the Palm-top PDAs used 
by stewards in restaurants (Taj Connemara in Chennai, 
among others) to take guest orders have not only im- 
proved the speed of service and, therefore, faster turn- 
around of tables, but have also done away with the cum- 
bersome paper kitchen order tickets that needed to be 
made in triplicate—one each for the cashier, the kitchen 
and the order taker. Now, all a steward does is make a 
selection from the stored menu items which are trans- 
mitted to a printer in the kitchen, which will print out 
a kitchen order ticket (KOT) for the chef. 

Soon, there may come a time when only a computer 
at some hotel knows when you came and when you 
went. And if that makes your stay cheaper and better, 
you'd have no reason to complain. 
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Indian hospitality groups have 
been making desultory acquisi- 
tions abroad. That may not 

be enough to produce an 
Indian Four Seasons. 


T'S A DELICIOUS IRONY. WHILE INDIA IS RUNNING 

short of hotel rooms, the country's hospitality ma- 

jors are busy acquiring hotels abroad. Some would 
like to believe that it's happening because hoteliers in 
India want to maintain the ca- 
pacity shortage to keep the 
room rates high, but that's a 
far-fetched theory. As our pre- 
vious stories show, there is more 
than sufficient money coming 
into the sector to reverse the 
situation in a few years. 

But given that buyouts 
abroad by Indian hotel groups 
have now become common- 
place—Indian Hotels, for in- 
stance, bought the Ritz Carlton 
in Boston last November for 
$170 million—is there a method 
to the madness? *The mature 
markets are extremely impor- 
tant for us, as the UK and Europe generate 25 per cent 
of our business, while the us is about 15 per cent," 
says Raymond Bickson, Managing Director, Indian 
Hotels. “I think the idea is to establish a brand presence 
in the developed markets like the Us, which generates a 
lot of inbound tourists for India," adds Manav Thadani, 
Managing Director, Hvs International. 

Indian Hotels’ strategy hinges on combining the 
synergies of its properties on the Us West Coast and 
Sydney to cater to the travellers on this route. In contrast, 
the other big Indian hotel chain EIH, of the Oberoi 
fame, is avoiding the developed markets. “The us and 
Europe are developed markets with very little growth, 
so we don't have any plans of expanding there," says 
P.R.S. Oberoi, Chairman and CEO, EIH. Oberoi says 
he goes purely by market economics regarding his 





overseas investments and is not averse to pulling out if 


the fiscals are jittery. “We sold off our Australian hotel 
(The Windsor in Melbourne) when the wage costs 
became too high,” he states. 
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While India’s hospitality majors 
are making forays abroad, getting 
a foothold there has not been easy 


Overseas, pone 
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While India’s big two have 
been at the forefront of overseas 
buyouts, other players are also 
loosening their purse strings. 
The Suri family-controlled 
Bharat Hotels is developing a 
greenfield project in Dubai, The 
Grand Fort Dubai, while Club 
Mahindra Holidays has made its 
first overseas acquisition by buy- 
ing the 97-room, 4-star Hotel 
Bon Alpina in Austria’s 
Innsbruck region. “We invested 
€4 million (Rs 22 crore) for a 75 per cent stake in the 
property as we found it lends itself well as a family des- 
tination,” says Ramesh Ramanathan, CEO, Club 
Mahindra Holidays. Ramanathan reveals that the com- 
pany’s next target is South Africa and it is also scouting 
for properties in West Asia and Europe. 

However, getting a foothold in foreign markets has 
not been easy for Indian establishments, which probably 
explains their lack of brand visibility. Nakul Anand, 
Divisional Chief Executive, rrc Hotels, feels that Indian 
hotel majors have hitherto concentrated on the domes- 
tic market, which itself is nowhere close to saturation. “If 
you look at all the global chains, they have first established 
a presence in the domestic market before venturing 
overseas," he adds. Oberoi says that the perception of 
people abroad about Indians was also a constraining fac- 
tor in Indian brands going abroad. But India of the 
new millennium is seen very differently by the world. 
Perhaps, that will embolden hoteliers like Oberoi to 
conquer markets overseas. Wi 


Profit from the 
Small Stocks 


Investors are zooming in on small stocks for boosting their returns. Here's 
how you too can build a portfolio that has a mix of small but growing stocks. 
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The Return of 





the Small Stock 


They grow fast and often provide multi-bagger returns 
for investors. Here's how to profit from them. KAPIL BAJAJ 


F YOU FOLLOW SMART MONEY 


and chase growth, now is a 
good time to go for bargain 
hunting in the small- and 
mid-cap stocks. Big compa- 
nies are acquiring global scale, but 
it’s the small companies that are 
playing a stellar role in the econ- 
omy and where the true growth 


story is. They (the small compa- 
nies) straddle a wide variety of 
growing and sometimes niche busi- 
ness that big companies usually 
don't get into. And these busi- 
nesses are extremely profitable. 
While the BSE Sensex compa- 
nies recorded a solid revenue 
growth of 34 per cent in 2006- 


07 over the previous financial year, 
the growth in profits in the same 
period was 36 per cent. Profits 
were higher at 42 per cent in the 
companies that constitute the BSE's 
Mid-cap Index, despite a lower 
revenue growth of 22 per cent. 
But the biggest growth, by far, 
came in the BSE’s small-cap 
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UMESH GOSWAMI 


companies that saw revenues inc- 
rease by just 16 per cent, but prof- 
its zoom by an astounding 381 
per cent. Little wonder then, the 
BSE's small- and mid-cap indices 
have been outperforming the dom- 
inant Sensex stocks since the beg- 
inning of this year (see Smaller 
Stocks Shining). 

Now, smart money too is chas- 
ing these stocks. Mutual funds are 
increasingly launching new funds 
that are targeted purely at the small- 
and mid-cap space. ICICI Prudential, 
Reliance, Franklin, and HDFC have 
launched small- and mid-cap funds 
and are expected to invest about Rs 
3,500-4,000 crore in these stocks. 
The flows will keep interest alive 
in this segment. Brokers, too, have 
begun to get bullish about the sec- 
tor—and with good reason. Rajen 
Shah, Chief Investment Officer, 
Angel Broking, says he is “extremely 
bullish” on small- and mid-caps bec- 
ause there are dozens of such stocks 
that have been ‘under-owned’ and 
have underperformed the market 
despite great potential. 


The Time Has Come 


For a long time, the markets foc- 
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Ajay Parmar 
Head (Research), Emkay Share and Stock Brokers 


“Small- or mid-sized companies 
are the ones that represent great 
investment opportunity” 


HIS FAVOURITES 

AIA Engineering, Elecon Engineering, 
Everest Kanto, Garware Offshore 
and Great Offshore 


Rajat Rajgarhia 
Head (Research), Motilal Oswal Securities 


“The value driver of a stock is its 
business scalability. This requires a 
lot of commitment from the company" 
HIS FAVOURITES 

Ashapura Minechem, Dena Bank, Sasken 
Comm. Technologies, Shasun Chemicals & 
Drugs, and Shriram Transport 


ussed on large companies. Foreign 
institutional investors were investing 
in big companies because they could 
buy and sell large quantities of these 
stocks without disrupting the daily 
trading. As a result, small companies 
underperformed the markets. “Since 
October 2005, the BSE Sensex 
moved from a level of about 7,500 


On Attractive Grounds 


Ë Small and mid-cap companies 
have outperformed the 
Sensex since January 


B Fund houses are launching 
funds, increasingly targeting 
this segment 


E Foreign investors and high 
networth individuals are 
increasingly buying smaller stocks 


E Companies with the ability to 
scale up will get higher valuations 


E Many good and growing 
businesses are available at 
attractive prices 


B Selectively build a portfolio with 
growth stocks and monitor it 
periodically 
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to around 14,500, but these smaller 
stocks have barely grown by 5-10 
per cent. Many currently trade at 
P-E multiples of only 7-10, represent 
fast growing businesses, and are 
also attractively priced. In the next 
few months, there's about 20-30 
per cent upside to their valuations,” 
says Shah. 

Among his favourites are 
Ballarpur Industries, Coromandel 
Fertilisers, Atlas Cycles Haryana, 
Finolex Industries and vsr Tillers. 
Some small-caps are in booming 
segments and also own undervalued 
assets. Bangalore-based farm equip- 
ment company VST Tillers, for exa- 
mple, has a market cap of about 
Rs 80 crore (in early June), but its 
land holding in Bangalore alone is 
worth Rs 160 crore, notes Shah. 
The company, which posted a net 
profit of Rs 3.6 crore on gross sales 
of Rs 40.73 crore in Q3 of 2006- 
07, is also expected to gain from the 
government's increased investment 
in the farm sector. 

Shah's investment principles are 
based on under-owned companies, 
compelling P-E multiples (in the 
range of 7-11), a good manage- 
ment, and significantly 
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Go further. 
You're in 
safe hands. 


ECGC offers a Standard policy for 
exporters, which is ideally suited 
to cover risk in respect of goods 
exported on short-term credit. 


The Standard policy covers 
exporters against commercial and 
political risks. 
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D.D. Sharma 
Senior VP (Research), Anand Rathi Securities 


“You must do your homework in 
icking the stocks with stron 
undamentals. Accurate stoc 

selection is very important" 

HIS FAVOURITES 

BOC, Hind Dorr Oliver, India Glycols, 

Jupiter Bioscience and Tayo Rolls 


underperforming stocks. Others in 
the market concur with his views. 
Says Rajat Rajgarhia, Head 
(Research), Motilal Oswal 
Securities: “With robust growth in 
the economy, there are many com- 
panies that have made large invest- 
ments in their businesses. Their 
business models are also sound 
and scalable. These companies can 
offer very good return on the 
stock market." The valuations of 
many of these companies are al- 
ready increasing. Rajgarhia prefers 
stocks such as Shriram Transport, 
Dena Bank, Sasken Com- 
munication Technologies and 
Ashapura Minechem. He looks in 
a stock for a sound business 
model, its scalability, manage- 
ment's vision, expected earnings, 
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Pranav Parekh 
Analyst, Edelweiss Securities 


"Poor liquidity of smaller stock has 
been a concern, particularly among 
Institutional investors, who for that 
reason prefer large-cap stocks” 
HIS FAVOURITES 

Chambal Fertilisers, Greenply Industries, 
Indo Asian Fusegear, Oriental Hotels and 
Sirpur Paper Mills 





and a reasonable price. 

There are many small compa- 
nies in IT, auto, pharma and the 
entertainment industries with good 
potential to grow. Says Ajay Parmar, 
Head (Research), Emkay Share and 
Stock Brokers: “Today, money is 
not a problem for talent and ent- 
erprise in India. Many pharma com- 
panies in India, for example, are 
still small- or mid-sized companies, 
but have excellent managements 
and growing businesses. Companies 
of this kind are the ones that repre- 
sent great investment opportunity.” 
He also looks for a unique business 
model where the companies have a 
profitable niche. His picks include 
AIA Engineering, Everest Kanto, 
Nucleus Software Exports, Panacea 
Biotech and Nur Technologies. 
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Rajen Shah 
Chief Investment Officer, Angel Broking 


“If the stock is good, money has 
to chase it. Liquidity takes care 
of itself” 


HIS FAVOURITES 

Atlas Cycles, Ballarpur Industries, 
Coromandel Fertilisers, Escorts 
and Finolex Industries 


Select Stocks Only 


Sometimes the going may get tough 
in the middle. Smaller stocks could 
be volatile over the short-to-middle 
term. In a market downturn, they 
tend to get battered more than the 
large-cap stocks. Their returns also 
may be poor over small-to-medium- 
term because of low liquidity. So, a 
time horizon of less than three years 
could prove to be disastrous. Says 
D.D. Sharma, Senior Vice President 
(Research), Anand Rathi Securities: 
“Mid-cap stocks tend to offer good 
returns in the time horizon of at 
least 3-5 years. So, you have to be 
patient.” Sharma, too, is bullish on 
the segment with a long view; some 
of his great investments include 
Elecon Engineering, Moser Baer, 
and Balaji Telefilms. 


Price Matters 

If you invest during peaks and 
things don't go as expected, you 
may end up losing money; so have 
a careful look at the entry price. 
*Poor liquidity (tradability) of smaller 
stocks has been a concern, particu- 
larly among institutional investors, 
who for that reason prefer large- 
cap stocks. But things are already 
changing," says Pranav Parekh, 
Analyst, Edelweiss Securities, who 
likes Sirpur Paper Mills, Chambal 
Fertilisers, Oriental Hotels, and Indo 
Asian Fusegear, among others. “Of 
late, institutional investors are inc- 
reasingly showing interest in these 
stocks, some of which can give pretty 
good returns," he adds. Shah says 
mutual funds and Fils are already 
“rediscovering” small- and mid-cap 
stocks, infusing money into them 
and boosting their valuations and 
liquidity. That's good news for the 
retail investors who worry that their 
investments in smaller stocks risk 
poor liquidity. “The next six months 
will see unlocking of a lot of value in 
these stocks. If the stock is good, 
money has to chase it. Liquidity 
takes care of itself," adds Shah. 

It's not that the entire small- 
and mid-cap space will do well. So, 
investors need to tread carefully. 
Many companies in this segment 
are family-run businesses that tend 
to compromise on corporate gov- 
ernance and disclosures. “Don’t 
think that the entire mid-cap seg- 
ment is worth investing; you must 
do your homework in picking the 
stocks with strong fundamentals. 
Accurate stock selection becomes 
more important in a well-priced 
market like we have currently," 
says Sharma. There are also risks in 
scaling up a business. Only those 
companies that can add capacities 
and expand their businesses deliver 
handsome shareholder returns. 


"The value driver of a stock is its _ 
business scalability. This requires a = 


lot of commitment on the part of 
the company, which is not easy to 
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Next up: Micro-caps 


HEY HAVE MARKET CAPITALISATIONS OF LESS THAN RS 1,500 CRORE, ACCORDING 

to the recently concluded DSP Merrill Lynch Mutual Fund's Micro-cap 
Fund. "Within this criteria (of micro-cap), we will focus on those companies 
that have had a consistent record of net profit and have shown a tendency 
towards going after good quality management," says Soumendranath 
Lahiri, Senior VP & Co-head (Equities), DSP Merrill Lynch Mutual Fund. "The 
businesses of these companies should obviously be scalable and show a 
strong possibility of getting re-rated." 

Companies, whose net profits have consistently grown by over 30 per 
cent, stand a good chance of getting re-rated. However, micro-cap 
companies are typically ones that are open to higher risks as compared 
to mid- or large-cap companies. Says Lahiri: "Largely, micro-cap com- 
panies are promoter-driven and have shown erratic growth. The risk as- 
sociated with this segment is greater. There are chances that some of 
these companies may fail to make the transition." 

Micro-caps are likely to be a big area of activity, believes Lahiri, and com- 
panies within this category will also offer the opportunity for multi-fold increase 
in investments. Large-cap companies (market cap over Rs 5,500 crore) have 
seen a net profit growth of only 20 per cent on average. Mid-caps (market 
cap of up to Rs 2,500 crore) have seen an average net profit growth of 25 
per cent, while the small- and micro-caps are likely to witness a profit growth 
in excess of 30 per cent, feels Lahiri. 


assess," says Rajgarhia. 

Don't just invest in a stock here 
or there. The key is to get a decent 
mix in your portfolio. *Start with 
the right sector and drill down to 
good-quality companies with com- 


Smaller Stocks Shining 
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petent management. Have a port- 
folio of at least 10 stocks, not just 
2-3. It's the whole basket that will 
give you returns. Two-three stocks 
could become multi-baggers, 3-4 
could go up modestly, and the rest 
could just fail," says Sharma. Parekh, 
on the other hand, advises a bot- 
tom-up approach to building a port- 


. folio, starting from the right com- 


pany rather than the right sector. 
"There can't be any hard and fast 
rules in picking the stocks. You 
could start with a fast growing sec- 
tor of the industry. Or you could 
treat an individual stock on its own 
merit," says Rajgarhia. 

“ไท building my portfolio, 1 
won't allot more than 10 per cent 
to any one industry and more than 
7 per cent to any one company," 
says Shah. With the broader mar- 
kets meandering, now's the time 
to accumulate smaller stocks at 
lower prices. They are well poised 
to pay back. 
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The Right Option 





As markets zoom higher, volatility increases 
and so does risk. But options offer a hedge 
against risk. NITYA VARADARAJAN 


ORRIED ABOUT STOCK 
market volatility? Conc- 
erned that a downturn in 


the stock market will wipe out your 
gains? Well, worry not. A simple 
hedging strategy in the stock mar- 
ket could save you lots of money. 
Despite the seemingly rocket sci- 
ence-like appellation, options are 
a lot easier to understand and use 
than rocket science itself. And 
thanks to the rapid use of them, 
investors can protect their port- 
folio for a fraction of the cost. Of 
late, the volumes in the futures 
and options segment have inc- 
reased to more than three times 
the turnover of the regular cash 
market. For regular long-term inv- 
estors, a continuous use of opt- 
ions purely for hedging could bec- 
ome an expensive affair. Yet, once 
in a while, when market forces 
are aligned on the 
downside, these can 
turn into handy hedg- 
ing tools. Here’s a 
primer on options. 


6* 
"š 


What are Options? 

But before you go on to hedge that 
risk, what really are options? True 
to its term, stock market options 
essentially give you an option to 
buy or sell a stock or index like 
Nifty at a pre-determined price. 
You don't have to compulsorily buy 
or sell. In stock market lingo, you 
are not obligated to buy or sell. 
You can back out of the deal at 
expiry. Since all option contracts 
have to be settled at one time, they 
have a pre-determined expiry date. 
In Indian markets, there are one-, 
two-, and three-month expiries on 
options. Not all of them are liq- 
uid, though. 

Options expiring earlier are 
traded more frequently than ones of 
longer duration. Besides, index opt- 
ions, which are derivatives of indices 
such as Nifty, are more liquid than 
individual stock options, which are 
essentially derivatives of individual 
stocks. For investors, hedging with 
options provides an alternative so- 
lution to otherwise liquidating a 
portfolio. Says P.L. Lakshmanan, 
Proprietor, Prognosis Consultancy 
Services, a boutique stock broking 
firm: “For the retail investor, options 
are better as they cater to a variety of 
requirements." 


What's Your Option? 
A primer on the world of options. 
E Call option: A contract that gives the 


investor the right (but not the 
obligation) to buy a stock or index at 
a specified price within a specific 
time period 


Put option: A contract that gives the 
investor the right (but not the 
obligation) to sell a specified amount 
of a stock or index or an underlying 
security at a specified price within a 
specified time. This is the opposite of 
a call option 


European option: This is an option 
that can be exercised only at maturity. 
You must ride the volatility of the 
market. All the index options trading 
in India are European options 


American option: This one can be 
exercised anytime during its tenure. 
All company-specific stock options 
trading in the country are American 
options 


Strike price: It is the price of the 
option fixed by the exchange for a 
specific underlying asset such as 
Nifty. It could be higher, lower or 
equal to the spot market price of the 
same. Typically, there are many 
options with different strike prices 


Premium: It's the price at which the 
underlying option is traded in 
the market 


The Option Advantage 


How do options help? 


Options have slightly low risk, as the 
outcome is pre-determined 

Help in effective trade management 
as they discipline trading due to expiry 
The option prices have a low initial 
cash outflow 

They also help harness the power of 
leverage and get more exposure for less 


When can you use it? 


If you want to speculate with low risk 
To manage portfolios effectively 
When you want downside protection 
with buying Put options 

When you want to invest in stocks 
without risking entire capital 


What is Strike Price? 

But what one must remember is 
the strike price. A strike price is 
fixed by the exchange for the und- 
erlying asset of the option which 
could be higher, lower or equal to 
the spot market price of the same. 
These would be favourable to the 
buyer (in the money) if the current 
market price is higher than the strike 
price; not favourable to the buyer 
(out of money) if it's lower, or neu- 
tral (at the money) at the same level. 


Who is Writer? 

If you have to buy, say, a call opt- 
ion, someone has to sell it. These 
sellers are called option writers. 
This is a very risky exercise and 
usually high networth or financial 
institutions use this tool as it can 
lead to unlimited losses. Option 
trading is possible between the 
‘writer’ of the option or the seller 
and the ‘buyer’ of the option. 
Premium is paid by the buyer to 
the *writer' or seller. 


What is a Call Option? 

There are two types of options: call 
and put options. In the former, the 
buyer has the right but not obliga- 
tion “to buy" an agreed quantity 
of shares from the seller before the 
expiry date at the strike price for a 
premium that is market driven. 
Should the buyer decide later, the 
writer or the seller is obligated to 
sell. Buyers make money if the 
stock price increases more than 
the premium paid. On the other 
hand, if the spot price falls below 
the strike price, the buyer of the 
option will not be bound to exercise 
the option, but he forfeits the pre- 
mium. Calls are bought when the 
underlying index or stocks are exp- 
ected to go up. 


What is a Put Option? 

On the flip side, in a put option a 
buyer expects the stock market to 
go down. Here, the buyer is given 
the right (by paying up a premium) 
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Amitabh Chakraborty/ President (Equities)/ Religare Securities 


; pie with idle assets, who have no intentions of selling the same, 
could write an out-of-money call option" 


When is a Put 
Option Profitable? 


W Puts are profitable when the current 
market price falls below the strike price 


E You break-even when you recover your 
premium from the fall in current 
market price 


M You lose the premium when the 
current market price is higher than 
the strike price 


M Loss is restricted to the premium paid 
Profit 


Strike price-Premium 








— — Suri price 


Premium 


Loss 
Illustration of a Put Pay-off 


When is a Call 
Option Profitable? 


W Acall bought by you makes money 
when the current market price goes 
above the strike price 


E The current market has to go above 
your premium paid for you to break-even 


M You lose premium when the current 
market price is lower than the strike 
price 

M Loss is restricted to the premium paid 


Profit 


Profit potential 





Strike price + Premium 


Loss l 
Illustration of a Call Pay-off 
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P.L. Lakshmanan/ Proprietor/ Prognosis Consultancy Services 


"For the retail investor, options are better as they cater to a variety 


of requirements" 


but not the obligation to sell the 
option on or before expiry date. 
The writer is obligated in “buying 
back" that option at the strike price 
if the buyer chooses to exercise his 
option. In this case, the buyer ben- 
efits if there is a substantial drop 
in spot price of the asset against 
the strike price. So when he is exe- 
rcising his option, he buys the stock 
at a lower price in the spot market 
after factoring his premium, and 
sells it at the ‘contracted strike rate’ 
to the writer, pocketing the profit. 


How do Writers Profit? 


There are various ways in which a 
seller or writer can profit. If he 
expects the price of an asset to fall, 
he could place a “call” option. He 
gets a premium and gets to cushion 
his asset at the strike price. The 
premium which is paid upfront is 
his profit, provided the market 
does not move upwards and the 
price crosses the premium paid 
over and above the strike price. 
After this point, the seller makes a 
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loss, which could be unlimited. 
Some high networth individuals 
try and profit from this if they have 
idle assets by writing or selling calls 
with a strike-price that is way above 
that of the market. *People with 


The Hedge Strategy 


How to hedge with Put options. 


M When you buy a Put option, you get 
downside protection for a premium 


M ifthe market falls, the Put option 
becomes profitable 


M Butif the market rises, you will lose 
the premium 


M Regular hedging is a costly affair and 
negates the gains made on the 
portfolio 


M Usually, most pros hedge only a part 
of their portfolios when there's 
extreme volatility 


E Buy Puts judiciously by looking at the 
premiums and how much it 
will cost you 


idle assets, who have no intentions 
of selling the same, but desirous 
of generating some returns out of 
them, could write an out-of-money 
call option," says Amitabh 
Chakraborty, President (Equities), 
Religare Securities. 

If the writer expects the asset 
price to go up, he could place a 
‘put’ option. If the price indeed 
goes up, he has his premium, and 
the buyer is unlikely to exercise 
that option. However, if the price 
goes down, and the buyer exercises 
his option, the writer’s loss is to 
the extent the price has gone down, 
which could be substantial, wiping 
out the premium cushion, and 
more. He has to make good the 
difference between spot price and 
strike price to the buyer. Usually, 
writing options is very risky, as 
mentioned earlier, and is best left to 
the financial institutions or high 
networth individuals. 


How to Gain? 

On the other hand, if you expect the 
market to go up from the current 
levels, a simple strategy is to buy a 
call option. In case the market falls, 
at worst you lose the premium. But 
one gains if the market rises over and 
above the premium paid. 


How to Hedge? 


Retail investors can, however, pro- 
tect their assets with a simple strat- 
egy. They can buy put options and 
cover the risk of the falling market. 
Simply put, when one buys a put op- 
tion, one locks-in the portfolio at the 
current market. If the market falls, 
there’s no loss on the side of the 
buyer. Usually, hedges such as this 
tend to be more costly in a falling 
market, but in a rising market, the 
cost of a put option tends to be 
cheaper. Of course, options have 
their risks, and it will cost you the 
premiums. So if you hedge all the 
time, you continue to lose premiums. 
But when the downturn comes, you 
will have saved yourself a bundle. 
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A Realty Check 


Real estate stocks have soared to s 


ky-high levels. But with growth 


Staggering, it's time for a reality check. KRISHNA GOPALAN 


news for a while now, it's real 

estate. Sustained demand for 
housing coupled with large-scale 
development from rr/rrEs, hotels 
and business parks has fuelled the 
appetite for growth in real estate. 
That could just be one side of the 
story. With the slew of sEZ projects 
certain to generate massive demand 
for large tracts of land, the sector is 
headed just one way: forward. 

Much of the hoopla surrounding 
the sector in recent times has been 
due to the initial public offering 
(IPO) of DLF, which was due to open 
on the day BT went to press. This 


I: THERE IS ANY SECTOR IN THE 


remained almost unchanged for 
around a decade before the move- 
ment upwards started. “In that sense, 
it is the catch-up effect that is pre- 
vailing in the sector,” adds Sharma. 


On Diverse Grounds 

This industry’s business models are 
diverse. Pure-play companies like 
DLF form one end of the spectrum 
and quasi-real estate companies like 
IVRCL form another. “A third cate- 
gory includes companies like Bata, 
which has large tracts of land, 
though real estate may not be their 
primary business,” says P. Phani 
Sekhar, analyst, Angel Broking. 


put further pressure on the PAT 
(profit after tax) margin since real 
estate developers carry enormous 
debts on their books.” The rising 
interest rates, it adds, will impact the 
affordability of housing loans. 
Highly leveraged companies will 
face additional payouts on account 
of interest obligations. 

Besides, First Global’s Sharma 
points out that the hardening 


Behind the 
Realty Boom 


Á Real estate stocks have soared on 
the back of rising land bank prices 


largest ever issue could mop up ล Companies, in the latter category, A. Better profit margins for companies 
record Rs 9,625 crore at the higher acquired land at low prices a long that have got land on the cheap 
end of the price band (Rs 500-550 time ago, and the upside on that at À Real estate companies are also 

is the price band). Not surprisingly, | current levels is, therefore, huge. diversifying into hotels and SEZs 
the issue generated a great deal of High EBITDA margins have been pre- A. Current valuations factor in future 


media buzz. And millions of eyes 
are tracking its progress. 

That apart, real estate, so far, 
has not had a fair representation in 
the market. The sector—where ann- 
ual transactions are estimated at 
about $12 billion—is now set to 
have a bigger say with the DLF list- 
ing; the company is worth Rs 
93,720 crore at the higher end of 
the price band. “The sector is 
underrepresented at the stock mar- 
kets and there is, therefore, a need 
for large listings,” points out First 
Global’s Director Shankar Sharma. 
He cites the case of a place like 
Greater Noida where land prices 


vailing for sometime due to rising 
property prices and increasing sales. 

Yet there are a few looming 
threats and the rising 
interest rate is high 
among them. A recent 
First Global’s report 
states: “Har- 
dening inter- 
est rates will 
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interest rates and rising prices in 
overheated markets coupled with an 
oversupply situation in some areas 
could lead to an inevitable price 
correction. The current situation 
in the market has seen soaring 
interest rates that has made housing 
expensive. This is at a time when 
the real estate boom has clearly 
percolated to Tier-II and even 
Tier-III cities. 

Analysts tracking the sector do 
think there is some hype which has 
resulted in some stocks being quite 
stretched in terms of valuations. 
Citigroup, for instance, in a recent 
report has put a sell/medium risk 
on the Unitech stock with a target 
price of Rs 430; the stock was quot- 
ing at Rs 596 on May 28 when the 
report was put out. Commenting 
on the sector, the report, while 
terming the situation as “tough times 
continue", states: “Transaction 
activity has slowed significantly 
where volumes sold over a quarter 
last year are now sold over 9-10 
months. Property prices are stag- 
nating given affordability issues, 
while some pockets in the north 
have seen declines." 


Rich Valuations 
Another threat is rich valuations. 
Most stocks trade at sky-high P-Es. 
The DLF issue is priced at a P-E of 
42.97. These seemingly steep valua- 
tions factor in the land banks of real 
estate companies. DLF has about 
10,255 acres of developable land 
that translates to a saleable area of 
574 million square feet. But if the 
land prices begin to fall, it could 
impact stock market valuations. 
Real estate, according to 
Sharma, is a pure commodity sector. 
“It is necessary for the business 
model to change and companies 
need to become more infrastruc- 
ture focussed in their approach,” 
he says. Therefore, it’s necessary 
to be choosy when looking at the 
sector. Companies whose land 


banks are not factored in their mar- 
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What’s Hot 


PRAJAY ENGINEERS SYNDICATE 
Price: Rs 265.7 — P-E: 13.1 






Sales* 
Operating profite — 
Net profit* 


SOBHA DEVELOPERS 
Price: Rs 924.05 


Sales* 

Operating profit 
Net profit» 885 
EPS (Rs) 088 


Growing project pipeline and well known for its quality of construction Dec. 22, 2006 


What's Not 






MAHINDRA GESCO 
Price: Rs 635.1 P-E: 167.1 

2 05-06 -— 2006-07 
Sales* EDEN . 1555 
Operating profits — 229 26.9 
Net profit WES 5 142 
EPS (Rs) 1,08 3.8 
Disappointing financial results and delay in some SEZ projects 
UNITECH 
Price: Rs 562.55 
Sales* 926. 
Operating profity — 168. 
Net profit* 8 
EPS (Rs) 6733 
Has a large land bank, but valuations of the stock 
have surged tremendously 








June 4, 2007 





June 2, 2006 June 4, 2007 
962.55 

267.88 

June 2, 2006 June 4, 2007 


Figures are closing prices in Rs on BSE 


*in Rs crore — Prices and P-E (Price-Eamings Ratio) as on June 4, '07 


ket capitalisation appear better val- 
ued than those that have. It's best to 
look for cheap stocks. 

For real estate companies, on 
the other hand, the key is execution 
of developmenfal plans. But ide- 
ally, investors can look at a medium- 
term horizon with some high-profile 
companies with good projects on 
hand. *The investor will need to 
have a time horizon of at least 3-5 
years. It will be necessary to stick 
with the big names," says Sekhar 


of Angel Broking. 

With high levels of sustained 
foreign investment flowing into the 
sector, the going could not have 
been better. That apart, the growth 
in businesses like rr/rrEs and retail, 
besides a housing boom, makes the 
Indian real estate sector quite strong. 
The question is, how long can the 
story hold oüt? For now, there are 
no clear answers. But investors can 
do well with a cautious, focussed 
and selective long-term approach. 
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ut the Card Debt 


Interest costs on credit cards cost a fortune. 
Here's how to pay it back. CLIFFORD ALVARES 


HEN YOU ARE BURIED DEEP 
N N / in credit card debt, mak- 
ing card repayments can 


be a dauntingly expensive affair. 
After all, this debt is charged at 
2.95 per cent per month, which is 
a whopping 41.75 per cent per 
annum. Add to that service tax 
that is charged on interest and the 
cost goes up to a nightmarish 48 
per cent per annum. For all its 
advantages (convenience and a 
standby during emergency), the 
disadvantages are far greater, that 
is if you choose to roll over your 
credit and pay only the outstand- 
ing minimum balance. 

A simplistic comparison against 
other forms of debt shows how big 
the gap is between credit card and 
other loans. The cheapest loan, a 
home mortgage, costs around 11 
per cent, while a car loan costs 
around 14-15 per cent. In fact, 
banks are more than willing to lend 
without any collateral in the form of 
a personal loan at 18-20 per cent, 
provided there's a regular income 
and the paperwork is clear. Rates on 
consumer durable loans range 
around 16-18 per cent. Yet, when it 
comes to buying, say, a laptop, most 
people are prone to quickly flashing 
that credit card. 

But using that card too often is 
terribly expensive. Assume you have 
run up a bill of Rs 1 lakh on your 
card, purchasing laptops and com- 
puter equipment, and are rolling 
over the balance outstanding, paying 
only 5 per cent per month. The 
total interest and service tax cost 
in the first year is a staggering 
Rs 35,920. But worse is when you 
choose to continue to pay the min- 


imum balance payment, it could 
take 30 years for you to repay the 
balance. Continue paying the min- 
imum balance for three years and 
eight months, you are weighed 
down by interest cost of an over- 
whelming Rs 1,00,193—the cost 
of your original laptop. 

Needless to say, the best thing to 
do is to pay off credit card debt at 
the earliest. Here are some ways 
to pay it off. 


Tap Savings 

Money parked in a savings account 
earns just 5 per cent per annum or if 
it’s a fixed deposit, about 10-11 
per cent per annum. That means 
you get only Rs 5,000 per annum 
on a Rs 1 lakh deposit as against 
paying Rs 35,920 in interest cost in 
the first year. 


Draw on Relatives 

Friends and relatives are likely to 
finance you at no interest cost. If 
you can obtain such a credit line, 
take it and pay off the card debt. 


Switch to Cheaper Loans 


Loans that are cheaper than your 
credit cards are a better option for 
those who don't have access to other 
financing alternatives. On a three- 
year personal loan of Rs 1 lakh, 
you only pay Rs 30,148 as interest 
cost for three years as against 
Rs 35,920 of credit card interest in 
the first year. In fact, paying the 
first month's minimum payment of 
Rs 5,165 (see How Mucb a Card 
Costs) due towards your personal 
loan EMI (equated monthly install- 
ments) can wind up your card loan 
in a quick 23-24 months. 





How Much a Card Costs 


Interest rate (75) 2.95 
Service tax on interest rate (75) 12.24 
Interest charges (Rs) 2,950 
Service tax 362 
Total outstanding 1,03,312 
Minimum payment due 5,165.6 
M you pay Rs 5,165 per month on your card 

In how many months will 

you repay your card dues? 33 months 
How much total interest and 

service tax will you pay? Rs 62,481 


Savings with a personal loan 


In how many months will 
you repay your loan? 
How much total interest you will pay? Rs 16,775 





23 months 


How much you save? Rs 45,706 


In how many months will 

you repay your loan? 23 months 
How much total interest you will pay? Rs 18,980 
How much you save? Rs 43,501 


In how many months will 

you repay your loan? 24 months 
How much total interest you will pay? Rs 17,060 
How much you save? Rs 45,421 


How to Save a Bundle 


e Cards cost a staggering rate of 2.95 
per cent per month or 41.75 per 
cent per annum 

e Service tax on interest rates adds to 
the monthly outflows 

e A personal loan costs far 
lower at around 18-20 per cent 
per annum 

e |f you have a huge outstanding, 
switch to a personal loan 


e It's possible to save more than 
60 per cent on interest costs 


JULY 1 2007 BUSINESS TODAY 151 


bt money 


Triple Advantage 


For the first time, there is an endowment plan that combines three features. NITYA VARADARAJAN 


ORMALLY, ENDOWMENT 

plans don't offer these 
triple benefits: flexibility, 
guaranteed additions and 
guaranteed survival benefits. 
But for those who like insur- 
ance endowment plans, which 
Is a combination of insurance 
and savings, there's a new 
product with enhanced fea- 
tures in Aviva Life's 
Dhanvriddhi. This product is 
for the conservative investor 
and comes with easy steps to 


calculate probable returns.  COMbinationof any (LIC) is able to give 

For every Rs 1,000 sum ไฟ 0, but notallthree better returns for 
assured, Dhanvriddhi offers a put together" policyholders” 
guaranteed addition of Rs 70 


for every year of policy term. But 
the premium paying term is five 
years lower than the term of the 
policy. However, there’s no single 
premium option. Vivek Khanna, 
Head (Marketing), Aviva Life, 
points out that this is the only pol- 
icy which combines three features— 
flexibility to increase sum assured in 
multiples of Rs 10,000, guaranteed 
additions as mentioned above and 
guaranteed survival benefits which 
amount to 20 per cent of the sum 


On the Menu 


How does the new policy stack up? 


Dhanvriddhi 





Premium payment Annual 





Vivek Khanna 
Head (Marketing)/ Aviva Life 


policies which offer a 


assured payable every five years. 
“There are endowment policies in 
the market which offer a combina- 
tion of any two,” says Khanna, “but 
not all three put together.” 

But the plan is not without its 
cost. It has a high premium pay- 
out—a new entrant has to take a call 
on whether it would be sustainable 
for him to remit a regular premium 
for a term of 20 or 25 years. For 
instance, on a sum assured of Rs 3 
lakh, a 35-year-old male pays a pre- 


Endowment Assurance 


Limited Payment 


Annual and single 
premium options 


Provision to increase Available in multiples Not available 

sum assured of Rs 10,000 

Premium outgo High compared to traditional ^ Very competitive 
endowment products 

Guaranteed additions and Yes Available but 

survival benefits not guaranteed 

Moneyback at regular intervals Available Not available 

Rate of return High compared to most Generally better than 
equivalent products competition 


Flexibility in premium 
payment and term 
on age 
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Less flexible—limits premium 
payment term depending 


More flexible in 
choosing premium 
payment period 





CED/ Optima Risk Management Services 
"There are endowment “By taking advantage 


of its corpus size, it 


mium of Rs 27,381 for 20 
years with a policy term for 
25 years. By comparison, a 
25-year-old pays Rs 26,775, 
just Rs 606 less. The differ- 
ence in total outgo of pre- 
mium between the two at the 
end of 20 years is just 
Rs 12,120. The maximum 
policy term is only 25 years, 
it reduces further for those 
who have crossed 45. 

However, the rate of ret- 
urn upon maturity works out 
to around 7.5 per cent for 
the maximum payable term 
of 20 years, and reduces pro- 
gressively for lower tenures 
and terms. In case of death, the full 
sum assured along with the accrued 
additions till the year of death is 
paid out irrespective of whether sur- 
vival benefits have been taken earlier. 

But how does an endowment 
policy of LIC compare? One that 
comes close is the Endowment 
Assurance Limited Payment which 
charges a lower premium, but there 
are no guaranteed additions. It has 
a single premium option. On a sum 
assured of Rs 3 lakh, a 35-year-old 
male pays a premium of Rs 13,392 
for 20 years for a policy term of 25 
years. Therefore, this is far easier on 
the purse. Bonus is declared every 
year (profits distributed among pol- 
icyholders) and it gets accrued to the 
sum assured at regular intervals. A 
final maturity benefit is a single 
payout at the end of term. 

Says Rahul Aggarwal, CEO of 
Optima Risk Management Services: 
“A study reveals that the rate of 
return offered by LIC is generally 
higher. By taking advantage of its 
corpus size, it is able to give better 
returns for policyholders.” 

For those keen to know exactly 
what they are getting, Dhanvriddhi 
may be a good alternative. 
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On a Roll 


Mutual funds assets under management have hit a new landmark. 


T'S RAINING CASH IN MUTUAL FUNDS. 

The industry's assets under man- 
agement (AUM) crossed a staggering 
Rs 4 lakh crore in May 2007 as 
investors, corporates and even 
banks parked their surplus into all 
types of funds. Though the mutual 
fund industry is about 17 years 
old, the growth has been particu- 
larly impressive in the last five 
years. From Rs 98,124 crore, the 
industry's corpus has more than 
quadrupled to a whopping 
Rs 4,14,171.61 crore. 

The reasons for this growth are 
not too far to seek. New fund 
launches with new features and a 
host of fixed maturity plans 
launched in recent times are finding 
plenty of takers. “A simultaneous 
growth in debt and equity markets 
has led to this boom," says 
R. Swaminathan, Vice President, 
IDBI Capital. “Generating interest 
in the debt market, particularly iss- 
uance of new debt in the fixed mat- 
urity plans and liquid funds plus 
the overall interest in the equity 
market, have helped the industry 
cross this Rs 4 lakh crore mark." 

But the question is whether the 
growth is here to stay. In the short- 
term, it seems there could be some 
profit booking. Says Swaminathan: 
"In the coming days, there may be a 


The Hot Segments 


May 04 





May 03 


Income 57,952 
Growth 11,069 
Balanced 3,277 
Liquid/Money Market 20,314 
Gilt 4215 
ELSS 1,297 
Gold ETFs — 
Other ETFs — — 
Total 98,124 


Source: AMFI Figures in Rs crore 


May ‘05 


154018 167978 26343 350467 





R. Swaminathan, vP. 10B! Capital 


"The growth in the industry is 
inevitable with more and more 
retail investors coming on board" 


blip in AUMs due to profit book- 
ing." Over the long haul though, 
there's plenty of room on the up- 
side. *But the growth in the indus- 
try is inevitable with more and more 
retail investors coming on board," 
concurs Swaminathan. With the tax 
benefits on equity funds, and the 
lack of alternative investments for 
retail investors, players are confident 
that the interest in mutual funds 
will not wane. 


The debt segment of the fund 





The Boom 

May '06 Apr. '07 in Funds 
| 5 1,26,097 Date AUM 
LI (Rs crore) 

9.600 

79,936 May 07 ไว แจ ง 
2165 May 06 พ เร น 
a May '05 WRITE: 
เว 30 May'04 READE 


— o — 


May '03 


98,124 
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industry is not seeing as much act- 
ion. Income funds have grown from 
Rs 58,000 crore in the last five 
years to Rs 1,26,097 crore, while 
liquid funds corpus has increased 
from Rs 20,314 crore to Rs 79,936 
crore. But the biggest growth has 
come from the equity segment. 
AUMs of growth funds increased 
10-fold from Rs 11,069 crore to 
Rs 1,17,047 crore, suggesting that 
investors are comfortable with more 
risky equity investing. 

Last month, however, saw a 
spectacular jump in AUMs, mainly 
due to investments pouring into 
liquid, floaters and fixed maturity 
plans (FMPs), driven by the rising 
interest rates. Industry AUMs zoomed 
by 18 per cent or Rs 63,704.25 
crore—this was the first time the 
industry witnessed such a big 
growth in AUMs. Over 70 new FMPs 
were launched last month, with 
42 of them of 90-day duration and 
18 of more than a year. This seems 
to suggest there's a relative att- 
raction of fixed return products in a 
volatile market. 

Liquid funds garnered huge sub- 
scriptions towards the end of the 
month as call rates fell to near zero 
and corporate and institutional inv- 
estors, especially banks, rushed to 
park surplus funds with liquid funds 
that gave much higher returns than 
call money. Says Sameer Kamdar, 
Head (Mutual Funds), Mata 
Securities: "Mark to market gains of 
around Rs 7,000 crore in equity 
funds due to a 4.5 per cent jump in 
Sensex also helped to increase the 
AUMS of the industry." On the other 
hand, the equity NFO market was 
quite subdued with two closed-end 
funds managing subscriptions of 
only Rs 1,815 crore. So far growth 
rates have been steady, but it rem- 
ains to be seen how fast they can 
grow from here on. 8i 

MAHESH NAYAK 
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a PUNE: Growing by Leaps and Bounds, 














matter of pride it certainly is, what with Pune 
having been acknowledged as the third largest 





emerging global city only next to Chengdu of 


China and Toulouse of France. Further, a city can 


be said to have grown when others sit up and take | 


notice. Recently, the US-based newspaper Chicago Tribune 
carried a story on Pune. And this is what foreign correspondent 
Kim Barker had to say: "Once a slow backwater known as 
Pensioners’ Paradise, this small Indian city is now bursting at the 
seams. It is at the forefront of India's economic boom, a 
microcosm of both the country's incredible growth and its 
struggles to overcome ramshackle roads and baffling bureaucrac y. 
In its sheer numbers, the growth of Pune is staggering. The city is 
spilling over its limits, with a population that grew from 2.54 
million in 2001 to an estimated 3.19 million this year. Every day, 
government officials say, people register more than 400 new 
vehicles in Pune. About 4,000 people fly in and out daily, 
compared with a year ago, when only 1,800 people did. Land 
prices have shot up, doubling in certain neighborhoods in the past 
two years. The skyline is a series of construction sites, where 
more than 40 million square feet of building space is being 
developed this year, according to government figures." 


Engineering Industry 


With the industrial growth during the first half of 2006 touching 
10.3 per cent compared to a growth of 8.4 per cent during last 
year, the impact has also influenced Pune's engineering industry 
which has always been à primary contributor to the nation's 
industrial progress and economy. Consider an example: 
Manufacturer of boilers, steam energy conservation equipment 
and control valves, Forbes Marshall took the joint venture route 
long before the term became common for Indian companies. 
Having converted an association with Spirax Sarco, UK, in 1946 
into a JV in 1959, it went on to forge more JVs - two with 
German companies Krohne Messtechnik and Arca Regler 22 
years ago and another with Polymetron, France, 12 years ago. 
The Forbes Marshall Group now has seven companies under its 
umbrella with a combined turnover of nearly Rs 400 crore. "We 
have a target to touch Rs 1000 crore turnover by 2010," 
announced chairman Naushad Forbes. 











Jobs on the 5000 acre 


Automobile Sector 


The growing number of new cars and two-wheelers on the roads 
of Pune is a clear indication of the economic pattern of the city. 
And as any auto dealer will tell vou, "the Pune market has 
definitely increased by almost 20 per cent annually for the past 
five years or so." Compared to Mumbai, there is an attraction for 
small cars - say, Hyundai Santro or Maruti 800 or Maruti Swift or 
Maruti Wagon R. But more than the purchasing power that has 
enabled the Puneites to invest in homes and white goods, the city 
has also become a favoured destination for auto manufacturers to 
set up their manufacturing facilities. With General Motors 
establishing a plant at Talegaon, 
along with the existing ones of 
Tata 






DaimlerChyrsler and 


















Motors, the auto scenario 
is quickly shifting into 
top gear. 

The most recent 
entrant to drive into the 
city is another German 
conglomerate, the world's 
fourth largest car maker, 
Volkswagen, with a Rs 
1400 crore investment, 


providing almost 2500 


factory at Chakan, 
which is where Bajaj 4 
Auto is also located. 
Interestingly, this Indian major, along 

with Motor Maharaja, Tata Motors and the Italian Fiat are now in 
the process of setting up their manufacturing facilities at 
Ranjangaon, another industrial suburb that has witnessed an 
amazing rate of development over the past one decade. 

To add to that, Pune can now truly claim itself to be the 
Detroit of the East after bagging the coveted Rs 67 crore Central 
government-sanctioned auto cluster at the PCMC corporate 
corridor. As Suhas Kadlaskar, vice-president, DaimlerChyrsler, 
stated during a media conference, "this will definitely help the 
SMEs to form a productive unit and compete globally." It also 
means that tests conducted by foreign auto companies can now be 
done locally. Explaining the reason for why auto majors like 
DaimlerChyrlser and others have chosen to come to Pune, 
Kadlaskar pointed out that it is the overall development of the city 
which has facilitated availability of infrastructural requirements, 
skilled manpower, IT-related support systems and the conducive 
ambience for production, distribution and sales. "Our sales have 
grown over 15 per cent with 2000 cars sold in India last year. Our 
turnover is over Rs 600 crores. Also, we have never had problems 
with the labour. Thus, our choice of Pune has been perfect," he 
added. The scene is the same with the manufacturing of two- 
wheelers with Bajaj Auto and Kinetic Engineering having been 
the pioneers. There are more than 10 lakh two-wheelers bought by 
Puneites and this itself makes for a primary reason for the 
manufacturers to set up their base in the city. 
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Real Estate 


The economic prosperity of Pune in recent times has, but 
naturally, led to a huge demand for real estate development. 
Gone are the old-time wadas that choked the narrow lanes of the 
city. The ancient bungalows that dotted the Camp area are a thing 
of the past too. The new arrivals are in the form of huge 
residential societies with five-star amenities like swimming 
pools, gymnasiums and shopping venues, commercial 
complexes, shopping malls, multiplexes, restaurants, hotels and 
fancy row houses. With the middle class segment having an 
easier access to home loan schemes, the demand for apartments 
in the range of Rs 10 to Rs 20 lakhs has spiralled up. On the other 
hand, the arrival of IT 
companies has shot up 
the requirement for 
commercial blocks that 
can boast of the latest 
technological facilities 
with communication 
lines and uninterrupted 
power supply. 

There has also been 
a rising trend in the 
purchase of farmhouse 
plots along the hill 








slopes in Pune's fringe areas. This includes Baner, Mulshi. 
Pashan, Bavdhan and Talegan. The principal residential 
property markets of the city comprise Camp area (M G Road, 
Koregaon Park, Boat Club Road, Ghorpuri, Dhole Patil Road 
etc), Deccan (Shivaji Nagar, F C Road, Jangli Maharaj Road), 
Viman Nagar (Kalyani Nagar, Bund Garden), Aundh, Kirkee. 
City (Shankarseth Road, Mukund Nagar, Narayan Peth, Laxmi 
Road, Sadashiv Peth) and Kondhwa (NIBM Road, Wanowrie. 
Fatima Nagar, Hadapsar, Salisbury Park and Lulla Nagar). 


Education Scenario 


When in need of education, head towards Pune. For many 
across the country, this is a saying that has a ring of truth. It finds 
an echo among the large student fraternity of the district of Pune. 
spread across 15, 642 square kilometres that includes rapidly 
developing industrial and business sectors like Chakan. 
Narayangaon, Baramati (known as the sugar belt), Pimpri- 
Chinchwad and Junnar. The reason for this collective cheering for 
Pune as the "true Oxford of the East" is simple: there has been an 
amazing proliferation of education institutes across the district 
that has on offer not just technical courses but a wide spectrum of 
sectors that includes management, information technology, 
architecture, medicine, languages, insurance, banking, media, 
law, filmmaking and education, among others. 

Pune has truly grown as both, an educational and a business 


Pune Is Powered By Four Growth Engines 


In the spacious and tastefully designed office of Paranjape Schemes (Construction) Limited in Pune, the vision for the company's 


future comes across in no uncertain terms. 


"We want to become the largest and most trusted transnational construction company that 


fulfills various housing requirements with an eye on the needs of senior citizens, by the year 2014," is what its managing director 
Shashank Paranjape spells out. This dream is closely linked with the growth of the city itself. Excerpts from an interview: 


How would you link your company's growth curve with that 
of Pune? 

To do so, I will have to go back to the 1930s. The foundation stone of 
the Paranjape Group of companies was laid by my grandfather V B 
Paranjape. This was in Mumbai, which was so very different from what we 
see today. Those days, there were paddy fields in places like Vile Parle. My 
grandfather invested in vast areas of land that was soon available for 
commercial use. He then started building residential projects mainly in the 
form of large cooperative societies. When my father took over the reins and 
I and my brother Shrikant too joined the family business, it was decided that 
we would also set up another company in Pune. During that time, Pune was 
in a process of transformation - it was shedding its image of a laidback city 
and a pensioner's paradise and getting branded as a bustling metropolis. But 
naturally, as opportunities increased and attracted people from outside Pune 
to set up homes here, the demand for housing shot up. We focused on 
residential projects first. And then, we branched into commercial projects 
such as shopping malls and multiplexes. The idea was to keep in tune with 
the rapidly changing equation of the city. 

Is it true that you are now going to explore the demand in the 
IT sector? 

We already have flagged off a huge project of 30 lakh sq ft in 
the form of a special economic zone (SEZ) at Hinjewadi which 
is the IT hub of Pune. We have also initiated two mega township 
projects at Hinjewadi and Bavdhan, each of 140 acres. 

And is there an IPO on the cards too? 
Yes, we are thinking of going public in the near future. 





What have been 
metamorphosis? 

Pune is powered by 
four growth engines. 
Primarily, these are the IT 
sector, auto and auto 
ancillary industry, 
engineering and 
education. For example, if 
we consider the 
educational field, almost 
50 per cent of the foreign 
students who come to 
India seek admissions in 
Pune's institutions. This 
creates ล demand for 
housing and other 
facilities. Similar is the case with the IT sector. 

What about your projects for senior citizens? 

That has been our unique concept which first found fruition 
in the Athashree project where the needs of senior citizens were 
catered to in the homes they bought. Our second project at 
Hadapsar is also complete and we are hoping to create such 
residential projects in cities like Mumbai, Ahmedabad, Kolkata. 
Bangalore and Hyderabad. We have also experimented with such 
a project in Australia and have now set up a company in the US. 


the reasons for Pune's amazing 
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At SGMI, a student would... 


๒ Unlearn and learn business leadership 


= Nurture skills demanded by changing 
business realities 


= Create and sustain a quality lifestyle 





Courses Offered We are determined to facilitate a process that will help 
every student build a foundation for an enduring Career. 3 p 
Master of Business Administration (MBA) For Quality Education and Student Development' [im = 
Master of Personnel Management (MPM) ๑ Dedicated Competent Faculty 
Master of Marketing Management (MMM) ๑ Strengthening links with the Industry 
Master of Computer Application (MCA) ๑  Analways improving Student Agenda 
Master of Computer Management (MCM) Sinhgad Group of Management Institutes have ... 
All the cited courses are ( AICTE ) approved and ๑ A State-of-the-art Infrastructure 
affiliated to Pune University ๑ Exquisite Libraries 


—n — > Ahead in Pedagogy and 
Faculty Development. 













Other Courses Offered .... ๑ Continuous Quality 
Post Graduate Diploma in ... Improvisation of systems. 
Management (Marketing, HR & Finance) | 
import Export Management l — "4 * 
Materials and Logistics Management (c ( P 
Foreign Trade i 
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With a determination to reach and create new benchmarks in the world of Business Management Education 
Institute of Management (SIOM) Sinhagd Institute of Management & Computer Application (SIMCA) 
Sr. Director - Mr. Ajit Tawde, 9881107227 Director - Dr. Apoorva Palkar, 9850509454 
Director - Dr. George Judah, 9881476714, S.No. 49/2 & 53/2, Narhe (Ambegaon Bk.), Off Mumbai Road 
> pee - Dr. Rajashree Shinde, 9881476715 director_simca@sinhgad.edu 
1, (Bk.), Off Sinhgad Road, Pune 411 041. 
disci stormdiifgad edu, dir_sbs@sinhgad.edu Sinhgad Institute of Business Administration And Research (SIBAR) 


Sr. Director - Maj. Gen. (Retd) Harsh Gangoli, 9922912714 
Pane aan ents t Cone Director- Prof. Ganesan, 9370899990 


(SIBACA) S. No. PMC Octroi Post, Kondhwa Saswad Road, Kondhwa (Bk.) Pune 

Director - Prof. Sudesh Kumar Sharma, 9881379216 411 048. 
S.No. 309 | 310 Kusgaon (x) Lonavala, Dist. Pune. director_sibar@sinhgad.edu 

t gx Sinhgad Business School, Pune City ^ 
Sinhgad Business School (Matrix) Director - Ms. Manisha Gokhale Shah, 9822036024 8 
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St. Crispins Home, 3rd Floor, Karve Road, Nal Stop, directorsbs@sinhgad.edu 
Pune - 411 004 
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city. And the good part is that a 
majority of the institutes have 
adhered to very high standards of 
education that in return ensures 
placements for the students in 
any field in any city of the 
country and even abroad. While 
one of the elements that have 
promoted the sustenance and 
growth of more than 170 
officially recognised institutes in 
the city is related to the over 80 
per cent literacy rate among its 
populace, the other primary 
factor is the presence of more 
than 3550 industries that are 
quick to absorb those with 
specialised skills and knowledge. The IT sector, of course, is a 
major player that has placed Pune alongside other cities like 
Bangalore, Hyderabad and Chennai. 

The need from the IT sector is for both, those with technical 
ability in the field of computer engineering and software 
programming as also managerial qualifications to run the show. As 
Atul Kirloskar, President, Mahratta Chamber of Commerce, 
Industries and Agriculture (MCCIA ), puts it in a note written for the 
Directory of Information Technology Industry, "there have been 
good investments coming into the city's IT sector and software 
exports have jumped by over Rs 1000 crores to a level 
approximately Rs 3100 crores and above. The city has been a 
forerunner in the IT sector having set up one of the first Software 
Technology Parks in India. Pune also offers a comprehensive pool 
of expertise in diverse areas." The Business Process Outsourcing 





sector too has witnessed a 
tremendous growth that has 
automatically reflected in the rising 
demand for those with management 
and technical ^ qualifications. 
According to Deepak Shikarpur, 
Chairman IT Sub-Committee, 
MCCIA, "Pune has one of the 
largest pools of low-cost English 
speaking scientific and technical 
talent and BPO has been the latest 
mantra. The entry of such players 
as Tata, Godrej, HSBC, British 
Airways etc is an indicator of how 
Pune figures high on the choice to 
outsource to." 

Over the years, the good thing 
is that both, established and freshly set up educational institutes 
have been quick to adapt to the commercial growth of the city. 
Most of the institutes now have tie-ups with various industries to 
enable their students to gain project-based experience even while 
they are absorbing theoretical inputs. Moreover, the future by way 
of career prospects is only becoming brighter. One of such signs 
is the International Convention Centre (ICC) in the heart of Pune 
that is slated to be South Asia's largest composite trade and 
convention centre. Spanning 1.2 million square feet of prime real 
estate, ICC comprises three main offerings: trade towers, an IT 
park and a huge convention centre with a 200-room five star 
hotel, 70 service apartments, auditoriums and conference halls 
that will put Pune on the international map. The key to the success 
of Pune as an educational centre is therefore its proactive role in 
being in tune with the rapidly changing times. 





Education is Awareness 


ducation creates awareness through knowledge 
assimilation. The role, therefore of a student should be to 


be ever alert and not shut the process of absorption. To 


absorb and to gather information should be ever present. 

This could be easier said than done; students can do the 
above, but importantly there does lie a catch, simply put the 
quality awareness or the relevant data bank is way laid. There is 
so much of information available at the moment or rather at the 
press of a button and that misleads the seeker most of the time. 
In my years with education, I have witnessed young people to 
have knowledge of what a popular actor eats for breakfast but not 
what Kotler wrote, although they want to get placed in a FMCG 


company!! Marketing is obviously going to be their area of 


specialization. 

Interactive class is obviously the answer, immaterial 
whether the medium is a power point presentation or a lecture. 
More important is the questions asked. One way action where 
the teacher belts off the subject and the students sit quietly 
(mostly misunderstood as a well behaved class) and nod once 
at ten minute intervals. What appears to be taking down notes 
may in reality be doodling or sweet nothings to the prettiest 
girl in class, 


What I wish to get across to the reader is that a success of 


a Institute (therefore in the chain reaction a class) lies entirely 


on the faculty and the 
concept of an 
Institute revolving 


around a student and 
definitely not the 
student revolving 
around the Institute. 
Teaching or starting 
an Institute, is more a 
moralistic issue and 
not commercial, 
though most present 
day Institutes treat it 
as the latter. Yes one 
should be economically viable, but making hard money over 
fist is a crime. Mould the students, make them aware, load 
them with confidence, arm them with manners and soft skills, 
show them the way to get things done, make them amiable, 
hone their skills, in short polish them to shine. Make them seek 
awareness. 

International School of Corporate Management (Pune) is 
fully equipped to do this to the last letter. ISCOM is different; it 
is totally honest and the people involved are into it for the love 
of teaching and NOTHING else. 


Keshav Rae. Director 
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in the range of Rs 3 to 5 lacs per annum. 
(Appointment letter given on admission) 









a MC x 
ho a 
* " 


X S ส” 
Hostel facilities Education loans 
Out door activities like golf, 
swimming & gliding etc. 


Prof. Keshav Rae - Director 
|. (Former Director, Symbiosis Institute of International Business) 














< e s ผู É ง - 

S72 International School 

y. International School 
ae. 


8๐08 of Corporate Management 
"Shroff Suyash", Pancard Club Road, Baner, Pune 411 045. 
Tel : 020-6620 2277/88 Fax : 020-6620 2278 Email : info@iscom.co.in 


ง ร 7 x: v 
Yi. HL? Sf SE (A Project Of Shri Chandmal Munot Trust ) 
AN Aaa S re 








mal MPAC Treature 


Relating the need to be flexible when it comes to providing 
education, Dr Ashok Kolaskar, Vice-Chancellor, University of 
Poona, has this to state: "We have taken steps to develop IT 
manpower at various levels with a view to increase productivity. 
Recently, IT courses are being introduced for 
undergraduate students of Science, Commerce 
and Arts faculty. Large number of students 
have also benefited through internet- 
based education programmes." In 
fact, tie-ups with foreign 
universities have also added to 
the strength of the educational 
institutions in the city and it 
is now quite possible to 
obtain a management degree 
from a University in Britain 
through such collaborations. 
Going yet further, many 
established educational 
institutes in Pune are now keen 
to set up centres abroad to cash in 
on the city's status as an educational 
powerhouse. 

Meanwhile, associated factors have 
also helped make Pune a prime destination in 
terms of academics. These include a good climate, 


easily 
available lodging and boarding facilities for students, an 
immensely professional pool of tutors and industry experts, 
entertainment facilities, ease of communication with other cities 
and an overall genial and welcoming atmosphere that helps 
students study with ease. 










IT Sector 


It has been projected that small and medium IT companies will 
continue to drive the growth of this sector in Pune in 2007. The 
sector crossed exports of $2 billion in 2006. "We expect the 
industry to maintain the 48% growth in exports it 
achieved in 2005-06, this year too," says P 
Venugopal, director, Software Technology 
Parks of India (STPI), Pune. This is 
expected through the arrival of newer 
companies, bringing with them fresh 
technologies, ^ processes and 
solutions. Areas like knowledge 
processing and services to new 
clients are expected to drive the 
growth. 

During the last year, 112 
new firms enrolled with the 
STPI, keeping up the trend in the 

last two years of 100-plus new 
firms coming to the city. Of these, 56 
were for software development, 17 for 

IT-enabled services and 39 for both IT and 
ITES firms. This has propelled the number of 

private software parks, some of which are under 
construction at Kharadi, Nagar Road, Hadapsar and Kalyani 
Nagar. The fact that this upward spiral is for real and not in 
theory alone can be vouched for by the 16 million square feet 
of IT-ITES space which is under construction in Pune. IT-ITES 
contributes about 85 per cent of the total demand for office 
space in the city 


Pune leaps ... so does Sinhgad 


une city enjoys the best of all 
worlds and is showered with 
nicknames like Detroit of India, 
the Cultural Capital, Hot bed of IT and 
Oxford of the East, lately being referred 
to as the 3rd fastest emerging global city. 
Within this fast growing city, Sinhgad 
Technical Education Society (S.T.E.S) 
has also grown at a scorching pace. 
Under the visionary leadership of a true 
educationist Prof.M.N.Navale, the 
Society has seen exponential growth in 
the past 10-12 years, today having 63 Institutions under its folds 
and growing beyond its 5 campuses in and around Pune ( Vadgaon 
Bk. Narhe Ambegaon, Kondhwa, Lonavala & Erandwane). It 
stands committed to education & research with high quality 
systems to provide the students a genuine learning environment. 
STES, today a prime name in Education has become a one 
stop-shop to provide full-fledged education starting from 
kindergarten schooling to Post Graduate courses. STES has 
established itself in various fields of Engineering & Technology, 
Management, Computer, Architecture, Pharmacy, Biotechnology, 
Law, Arts, Science and Commerce. STES is also managing a grand 
500-bedded hospital and a Research Centre with all modern 
specialities to facilitate the functioning of a medical college. Dental 
and Nursing colleges are already operating at Vadgaon (Bk.) 











The Sinhgad Group of Ma | ( 
offering AICTE approved courses in various fields of 
Management Education and Computer N | 
Post Graduate Diploma Courses certified under Pune Ünivipiny. 
Across all campuses, SGMI is facilitating students to grow into 
Business leaders through nurturing skills demanded by changing 
business realities. SGMI is making every effort to stay ahead in 





pedagogy and boasts of a state of the art infrastructure at all its 


campuses, With a stimulating academic culture every student is 
allowed to grow with knowledge, professionalism and 
confidence. The Management believes that an exposure to 
"Sinhgad' should not just be a ticket to a job but a passport to a 
‘personal transformation and a experience' for all 
coming under the fold of the Sinhgad family. 
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EFFECTING CHANGE 


Go Green, Get Hired 


Climate change management and green projects are offering new career avenues. Here's how you can do 
your bit for the cause of the environment as you expand your horizons. SAUMYA BHATTACHARYA 


HE HEAT IS ON, WITH 

concerns over global 

warming rising the 

world over, making a 

career out of global 
warming—rather cooling—seems 
to be the next big thing awaiting ca- 
reerists. 

Nitin Shete, Vice President 
(Biodiesel Technology), Praj 
Industries, India, and Sudipta Das, 
Partner (Risk Advisory), Ernst & 
Young India, have little in common 
in terms of the sectors they repre- 
sent, but both of them have been 
close witnesses to the emergence 
of environment as the focal point 
for India Inc. 

When Shete joined Praj 
Industries in 1998, he started work- 
ing with the technol- 
ogy development di- 

vision. “The last 
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"Apart from wealth creation, projects related to sectors like bio-fuel 
plantation have a very big impact on rural employment" 


Ashutosh Pandey/ CDM Practice Leader, Climate Change Mitigation Business (L) 
& Vinod Kala/ Director/ Emergent Ventures India 












seven to eight 
years of my pro- 
fessional journey 
have been very in- 
teresting since 
Kyoto Protocol 
came to the 
forefront. 


MAR 


With environment-friendly and 
clean technologies becoming the 
order of the day, exponential 
growth is taking place in terms of 
both technology and manpower,” 
says the post-graduate in microbi- 

ology from Pune 
University. 

Sudipta Das’ first 
brush with clean de- 
velopment mechanism 
(CDM) was in the year 
2000 when Ernst & 
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“| expect my profile to 

change as the 
market mechanism 
evolves" 


Himani Bist 
TERI Student 


Young (E&Y) became a part of 
World Bank-initiated studies in CDM. 
Says Das: "E&Y realised the potential 
of climate change management very 
early." From the initial team of six, 
the climate change advisory team 
has 68 members today. This is being 
scaled up to 90 in the current fi- 
nancial year, adds Das. 

At Praj, a leading bio-fuel tech- 
nology provider, the talent hunt is 
also peaking, says Vinati Moghe, 
Vice-President, Corporate Com- 
munications. From 280 employees 
in 2004-05, the company's rolls ex- 
panded to 618 employees in 2006- 
07. This is being increased to 900 
employees during 2007-08. 

What makes clean technologies 
and CDM so important in India Inc.’s 


The green sectors have 





"Considerable work has been 
done on CDM projects within 
Ranbaxy's India operations” 


Ramesh Adige/ Executive Director/ Ranbaxy 


scheme of things? Sample this: the 
number of CDM projects registered 
with uNFCCC (United Nations 
Framework Convention on Climate 
Change), which ratifies these green 
projects, rose to 690 in June 2007 
from 183 in May 2006. The num- 
ber of projects in the pipeline stands 
at 1,600. More than 35 per cent 
of the existing 690 projects are in 
India, according to UNFCCC. 

These projects have spawned a 
new set of jobs that will continue to 
be in demand over the next few 
years, according to CDM experts. 

“The action is mainly in re- 
newable and non-renewable en- 
ergy, agriculture, waste handling 
and disposal, manufacturing, 
forestry, transport and consultan- 
cies," says Vivek Kumar, Associate 
Fellow, Centre for Global 
Environment Research, The Energy 
and Resources Institute (TERI). 

"There is acute shortage of 
manpower for CDM project imple- 
mentation in the conventional 
power sector, construction industry 
and energy-efficiency areas, across 
all sectors," observes M. Prabhakar 
Rao, Manager (New Projects X 
CDM), GMR Industries, which has 
four CDM projects at present. 
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"The last 7-8 years of my profession 
have been interesting since Kyoto 
Protocol came to the forefront” 


Nitin Shete/ VP (Biodiesel Tech.)/ Praj Industnes 


At Ranbaxy, the green initia- 
tives are centred on reducing the 
environmental burden of green- 
house gases (GHG) and the conser- 
vation of natural resources and 
energy. Explains Ramesh Adige, 
Executive Director, Ranbaxy: “With 
increasing global focus on the issue 
of climate change and the 
introduction of voluntary carbon 
trading initiatives, considerable work 
has been done on CDM projects 
within Ranbaxy’s India operations.” 
As a result, the GHG burden at 
Ranbaxy plants in Toansa, Mohali 
and Paonta Sahib has been consid- 
erably reduced. 

For initiatives like these, 
Ranbaxy has a full-fledged EHS 
(environment, health and safety) 
department employing around160 
qualified professionals, up from a 
strength of 100 three years ago. 

At Gujarat Fluorochemicals 
(GFL), one of the first movers in 


carbon trading initiatives, CDM-re- = Ë 


lated employment is seen as part of 
the bigger picture. Says Deepak 
Asher, Executive Director, GFL: 
“We have a techno-economical 
team of 8-10 that handles the CDM 
project while simultaneously, the 
project work is outsourced.” 
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These techno-economic jobs have 
taken centrestage as environment 
spells money. 





Chemical Engineers 
Mechanical Engineers 
Microbiologists 
Biotechnologists 
Environment managers 


Executives conversant with Kyoto 
Protocol Methodologies and CDM 
Project Cycle 


HOT SECTORS 


Energy—renewable and 
non-renewable 


Agriculture 

Waste handling & disposal 
Manufacturing 

Forestry 

Transport 


Consultancies 





“Apart from the competitive com- 
pensation, there s the attraction of 
working in different industries" 


Rajesh Nair/ Manager (Risk & Business 
Solutions)/ E&Y India 


. attracted talent that's looking for a job with a cause 
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The project work is out- 
sourced to companies like 
Senergy Global, which trades in 
carbon-emission reductions 
(CERS) and also facilitates the 
creation of CER assets for sus- 
tainable-energy projects. 

Chintan Shah, Head, 
Regulatory Affairs and Carbon 
Credits, Senergy Global, sees 
the potential for knowledge 
process outsourcing (KPO) in 
joint implementation (JI) proj- 
ects. "It's a documentation- 
driven process. There is a huge 
potential for Indian compa- 
nies to get into this KPO vertical 
globally." 

The green initiatives cover 
every economic sector and CDM 
projects are taken up at various 
levels—by small as well as big 
companies. As a result, the job 
profiles too vary. 

Says Ghanshyam 
Deshpande, Vice-President, 
Ethanol Technology, Praj 
Industries India: *In clean tech- 
nologies, we need bio-chemical en- 
gineers as well as with pure chem- 
ical engineers." 

As with management of other 
projects, "skills in managing people 
will be an added advantage", adds 
Prakash Wagle, Director, EHs, 
Ranbaxy. 

A fresh graduate of TERI 
University's two-year programme 
on Natural Resource Management, 
Himani Bist is now working at 
Cantor CO2e India, a carbon asset 
management company. At the entry 
level, she will work on product de- 
sign development and in business 
development at the later stages of 
her career. “| expect my profile to 
change as the market evolves,” 
she says. 

The green sector has already at- 
tracted talent that's looking for a job 
with a cause. Ashutosh Pandey, 29, 
IS CDM Practice Leader, Climate 
Change Mitigation Business, 
Emergent Ventures India, a CDM 
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"E&Y realised the potential of climate 
change management very early” 


Sudipta Das/ Partner (Risk Advisory)/ E&Y India 


advisory company. A chemical 
engineer and an IIM Calcutta post- 
graduate, Pandey worked in man- 
agement consulting and technol- 
ogy consulting companies before 
joining EVI in January 2005. “Apart 
from the charm of wealth creation, 
the main motivation behind quitting 
a high-paying consulting career was 
to create a new business, work in an 
area that has a positive impact on 
the society and also the novelty of 
the business concept that is unlike 
routine consulting, finance and mar- 
keting jobs," says Pandey. 

Another factor that spurs action 
in CDM projects is the satisfaction of 
creating jobs. Says Vinod Kala, 
Director, Emergent Ventures: 
"While there are a lot for careerists 
in climate change management, 
projects related to sectors like bio- 
fuel plantation have a very big im- 
pact on rural employment." 

A pointer to the growing 
demand for human resources in 
climate management is the rising 


number of students in the post- 
graduate courses at the TERI 
University. "From 15 students 
in 2003-04, the number has 
doubled to 31 students for the 
current batch of Masters in 
Environment Studies as well as 
เท Natural Resource 
Management,” says Group 
Captain (Retd.) Rajiv Seth, 
Registrar, TERI University. 

But these numbers are not 
sufficient. “Not only are these 
students getting placed, there 
is an increased demand for 
research associates from both 
the corporate sector and envi- 
ronmental agencies,” says a TERI 
spokesperson. 

With demand exceeding 
supply, the pay packets have 
become heftier for these TERI 
students—entry level research 
associates from TERI's class of 
2007 are being paid Rs 5.5 lakh 
to Rs 6.5 lakh per annum com- 
pared to Rs 3.5 lakh per an- 
num two years ago. 

While E&Y compensations 
*match the best in the industry", 
Praj Industries has seen a gradual in- 
crease in salaries as well. Says 
Rajendra Ghare, Vice-President (HR), 
Praj Industries: *At the entry level, 
which is graduate engineer trainee, 
the increase has been 15-20 per 
cent while at senior levels, it has 
been as much as 25 per cent." 

The well-skilled environment 
workforce gets huge returns in 
learning and job satisfaction. Says 
Rajesh Nair, Manager (Risk and 
Business Solutions), E&Y India: 
"Apart from the competitive com- 
pensation, there's the attraction of 
working in different industries for 
different projects. The job also 
entails high-end training. All in all, 
it makes a good proposition for 
long-term career growth." 

There's more. Join the pot- 
pourri green workforce and you 
will no longer feel like a small cog in 
a large corporate machine. 


Project Managers 
in Peak Demand 


India Inc. looks for versatile project executors. 


ITH INFRASTRUCTURE DEVELOPMENT IN FOCUS, THE 
W demand for project managers in [ndia is set to 
soar. The ongoing projects in infrastructure, highways 
and power, among others, need professionals with an 
assortment of skills to help improve the project 
performance on parameters like managing costs and 
deadlines, achieving value and mitigating risks. “When 
businesses become technical, you need thorough 
professionals to handle them and more so, when you are 
initiating a project. That's why project management 
in the kick-off stage is the order of the day,” says B.K. 
Mundhra, Chairman, Simplex Projects. Going by the 
current trend, very soon there will be more project 
managers than MBAs, he adds. I 
RITWIK MUKHERJEE 


FACT BOX 


WHO'S HIRING: Shapoorji Pallonji & Co, Simplex Projects, 
DLF, L&T, CESC and a host of other companies 


WHO'RE THEY HIRING: MBAs, engineers and finance 
professionals with a minimum of two to three years ex- 
perience in project management. 


AT WHAT LEVEL: Entry level and mid-level recruitments 
are the most common. 


AT WHAT SALARIES: Project managers with two to three 
years of experience can get Rs 6 lakh p.a. The CTC 
can go up to Rs 25 lakh p.a., at mid- to senior-levels. 


WHAT ARE THE NUMBERS LIKE: According to a recent 
study by the US-based Project Management Institute, 
India will need over one lakh project managers over 
the next five years. 








COUNSELLING 


HELP 
TARUN! 


Q: | have been working with a trade consultancy firm for the 
past three years. | am planning to do an online MBA 
programme from a foreign university. Will it broaden my 
horizons in any way? 

There are many foreign universities that offer online 
MBAS. However, I must confess that they will not 
greatly add to your prospects as much as a full-time 
MBA will. So, I would strongly suggest that if you are 
young and can afford to take a couple of years off— 
you should look at a full-time MBA programme. 
Having said that—something is better than nothing. 
So, if you do wish to pursue the online option—do it 
from a leading university. 


Q: | am 27-year-old Chartered Accountant working with 
a leading micro-finance company. | aspire to start my own 
finance firm in the next few years. Please suggest any 
part-time course that can help enhance my skills. 

If you want to hone your skills, there is an 
Entrepreneurship Development Institute offering a 
wide range of courses. There are short-and long- 
term courses in entrepreneurship development offered 
by irr Bombay and the iMs. Apart from these, you 
could even think of pursuing an MBA or an MFM 
(Financial Management). 

Answers to your career concems are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 
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Senior Management Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


A G Technologies Pvt. Ltd., Head 
Sales - Solution Selling, Mumbai, 

8 -15 Years, 3696277 

Aspirant should have handled business 
development, retaining the existing clients etc. 
He should have strong communication & 
team management skills, smart presentable 
with go getting attitude & should have 
knowledge of the market and the latest trends 
in the market. 


ACL Wireless Ltd., Sr. Vice President 
- Technology, Noida, 10 - 15 Years, 
3683949 

Looking for a veteran with 12 years of 
experience in developing and managing online 
or mobile community services. 


ACS, Inc., Regional Vice President - 
Central Asia, Bangalore, 15-25 Years, 
3689623 

The RVP will be responsible for service 
excellence in all service areas of delivery to the 
client. The RVP brings together the portfolio 
of ACS services in client value-add solution 
form to address client critical business 
imperatives that result in valuc and profit for 
both client and ACS, 


Arcis Management Services, VP - 
Relocation Management Solutions 
Lead, Bangalore, 12 - 15 Years, 
3668531 

Aspirant will be responsible for the service 
delivery of RMS services including 
immigration, documentation, health 
insurance, vendor management, database 
maintenance and some tax work in connection 
with all X inbound from overseas countries. 


Bharti Comtel Ltd., Sr. HR Manager, 
Bangalore, 8 - 10 Years, 3718487 

Entrant should have handled employee 
relations, manpower planning, compensation 
and benefits etc. He should have strong 
systems & process orientation with very good 
analytical & business sense. 


Compare Infobase Ltd., Branch 
Manager, Mumbai, 5 - 7 Years, 
3533735 

Applicant should be able to develop and 
implement annual sales plan and strategies to 
achieve set targets, should be organized and 
able to handle multiple jobs effectively. 


Genus Electrotech Limited, Senior 
Manager, Bhuj, 8 - 10 Years, 3664413 
Applicant should have good knowledge for all 
plant and machineries involved in 
manufacturing process & should be able to 
guide the maintenance department. He should 
have knowledge of purchasing of raw 
materials involved in PCB manufacturing 
process will be advantage. 


Honeywell Automation India Ltd., 
Firmware Specialist, Pune, 

5-12 Years, 3740241 

The person must be able to operate 
independently with minimal supervision in a 
fast-paced, dynamic, highly technical 
environment and work on multiple 
concurrent cross-functional projects. 


Infotech Enterprises Limited, 
Practice Head - 
Telecommunications, Hyderabad, 

15 - 22 Years, 3619353 

The Practice Head should have unparalleled 
understanding of the telecom domain and will 
have a P & L responsibility which he will carry 
as global target for this practice. 


Kama Pyt. Ltd., General Manager 
(Operations & Monitoring), Delhi, 
7-8 Years, 3629822 

The candidate must be B.E / B.Tech with 
MBA form a reputed institute and should be 
familiar with functional of various 
government agencies. 


Maytas Properties Pvt. Ltd., Head - 
Facilities Management, Hyderabad, 
15-20 Years, 3721406 

Person will be responsible for setting up and 
running the facilities including interior fit-out 
projects, general administration, house- 
keeping, physical and electronic security, 
transport, catering, pest control, Power 
systems, HVAC systems, etc. 


Realty Automation and Security 
Systems Pvt. Ltd., GM Sales & 
Marketing, Pune, 10 - 20 Years, 
3732493 

Candidate should have experience of 
establishing sales & marketing channels for 
either similar products or products like UPS & 
Inverters, EPABX, Intercoms etc. 


Selaqui World School, Seni 
Consultant / Assessments 
Evaluation, Delhi, 8 - 15 Yea 
3707256 

Candidate should be PhD in Education w 
specific interests in the field of Assessme: 
and Evaluation. He/she should be able 
work well with Teams and be able to wc 
towards a common goal and set of objective 
Singhi Advisors Ltd., Chief Operati 
Officer - M ๕ A Advisory/ Investme 
Banking, Mumbai, 15 - 25 Yea 
1927886 

You will be expected to work in a higl 
challenging & professional environment. Y 
are expected to be an MBA, preferably with 
enginecring background from ล reput 
institute or a CA/ ICWA with relevant we 
experience of 15-25 yrs with Investmi 
Banks. 

Sterling Addlife India Ltd., Chi 
Operating Officer, Ahmedabad, 
10-15 Years, 3684842 

The incumbent will head the operations 
Hospital and will be responsible for achievi 
the business targets for a given period of tin 
Tata Autocomp Systems Ltd., G 
Product Development, Pune, 

15-20 Years, 3727378 

Incumbent will be an engineer preferably w 
a post graduate qualification in Prod 
Development. 

TMI Network, Consultant 
Application Development 
Maintenance, Bangalore, 

10-17 Years, 3738920 

Aspirant will be responsible f 
program/project management, applicati 
life cycle management, large bids respor 
development/ management, outsourci 
transition, portfolio assessment, etc, 


TRC Engineering (I) Pvt. Ltd., Le: 
facilitator (Lecturer) - Structur 
Engineering, Bangalore, 10 - 15 Yeas 
3739871 

Entrant should be able to understand t 
training needs as required by the company 
particular and consulting structu: 
engineering firms in general and facilitate 
bridge the existing gap between colle 
learning and professional needs, 


To know how to apply for these jobs, go to finance jobs listing page. 
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ead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


\NZ Operations & Technology Pvt. 
td., Systems Analyst - Java, Unix - 
Markets Technology, Bangalore, 

i=- 7 Years, 3722157 

ncumbent should be able to understand 
xisting applications and systems technically 
thich to undertake maintenance and support. 
'repare/review technical design 
pecifications and code to ensure that the 
equirements are fully addressed and 
tandards are met by the technical solution. 


ipollo Health Street Pvt. Ltd., Project 
ad (Implementation), Hyderabad, 
‘= 10 years, 3721322 

intrant should have strong background in 
lospital Information system. He should have 
ands on implementation of 1-2 Projects 
tom requirements analysis till completion. 


california Software Co. Ltd., Switch 
Jevelopment, Bangalore, 3 - 7 Years, 
611274 

ncumbent should be an Engineer with 3+ 
ears of experience in development and 
ebugging skills on any of the embedded OS - 
'xworks, pSoS, Nucleus etc. 


OLT Technology Services India Pvt. 
4d., Network Systems Engineer, 
yurgaon, 4 - 6 Years, 3719889 

erson should be able to participate in Design, 
mplementation and handover phases of 
etwork provisioning and management 
ystems as required to support COLT's 
roducts including high-speed services, IP- 
ased VPN services, etc. 


)G2L Technologies Pvt. Ltd., Team 
ead - Web Development, Mumbai, 
-5 Years, 2604571 

ipplicant should have bachelors degree in any 
ngineering . He should have at least 3 yrs of 
levant experience & excellent knowledge of 
HP, MSSQL, MySQL, SQL, Stored 
rocedures, Database Triggers, etc. 

reodesic Information Systems Ltd., 
'roject / Tecnical Lead, Mumbai, 

- 6 Years, 3721354 

le are looking for Project Managers/ 
echnical Leads with a strong hold of 
ianaging mid to large sized software projects. 
ivolved in hands on development in the past. 
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Integration International Inc., 
Project Lead, Pune, 4 - 7 Years, 
3721854 

Candidate should have 4 - 6 years of 
experience in the specific technology of which 
at least one year he should have lead ล team of 
atleast 8 to 10 people. 

Kanbay, Senior Mainframe 
Professionals (Tech Lead / Architect / 
PM), Pune, 3-9 years, 3719115 

You should have good knowledge of 
COBOL, VSAM, JCL, DB2 with hands on 
experience in IBM Mainframe Technology. 
He should have good communication / 
leadership skill Excellent Client Facing skills & 
ability to mentor younger team members and 
review their codes. 

Mastek Limited, Programmer Anlayst 
(J2EE, Web Logic Portal, 
SeeBeyond), Mumbai, 5 - 8 Years, 
3635349 

J2EE / EAI Solution Architects are required 
having experience in requirements gathering , 
design and delivery of J2EE / SeeBeyond 
applications. 

Mistral Software Pvt. Ltd., DSP 
Algorithm Development, Bangalore, 
2-7 Years, 3524032 

Entrant should have In depth understanding 
of DSP Fundamentals, Filter Design 
techniques, FFT, DCT, IFFT, IDCT, Huffman 
Coding, Linear Prediction, etc. 

MLogica Computech (I) Pvt. Ltd., 
Dot Net Developer, Pune, 5 - 15 Years, 
3718780 

Candidate should be BE/ B.Tech./ ME/ 
M.Tech/ MCA / M.Sc. (Computers) with must 
have minimum of 5 years overall development 
experience with ASP, HTML, JavaScript, 
VB.NET, ASP.NET, C#, etc. 

Polaris Software Labs, Visionplus - 
Developers, Chennai, 3 - 5 Years, 
3719101 

Entrant should be able to understand and 
analyze customer's requirements 
business process and system functionality 
to develop the data design. He will be 
responsible for supporting the business 
and developers during design and 
ai as phases. 
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QAD India Pvt. Ltd., Technical 
Consultant, Mumbai, 5 - 8 Years, 
3433274 

Entrant should be BE. / MCA / MCM / M. Sc. 
Comp Science/ or any equivalent degree. He 
should have 5- 8 yrs experience with QAD 
products Management and support 
environment. 

QuinStreet India, Java Developer, 
Mumbai, Pune, 3-5 Years, 3646372 

As a Software Engineer, you will play a key role 
in the development and implementation of 
complex, multi-tiered, and distributed Web 
based software applications. You should have 
In-depth knowledge of Core Java Concepts, 
Threads, JDBC and I/O etc. 


Ridings Consulting Engineers India 
Pvt. Ltd., Project Manager, Noida, 10 - 


15 Years, 3722176 
Incumbent should be a B.E/B Tech in 
Electrical / Civil or M Tech with 10 to 15 Years 


Experience. He must have good Knowledge 
(in general) of Survey of U/G utilities 


(electrical/Telecom/Water preferred) and 
done at least 1 - 2 projects in this area. 
Symphony Services, Solution 


Modeler, Bangalore, 4 - 9 Years, 
3721754 

Aspirant should have significant experience in 
business modeling, using Excel, Access, 
OLAP/ROLAP. OT any other BI tools. He 
should possess capabilities to Architect 
OLAP Solutions based on the business 
requirements. 


Technosoft Global Services Pvt. Ltd., 
BI Expert Consultant, Mumbai, 1 - 4 
Years, 3721710 

Person should have SAP BI for Logistics area 
(Inventory and Purchasing) Implementation 
experience in Retail environment and 
understanding of End to End Solution 


Vidyatech Solutions Private Limited, 
Senior Instructional Designer, Delhi, 
Calicut,3 - 6 Years, 3721767 

The ideal candidate should be able 
gather/understand business/technical 
knowledge from sponsors/clients, develop 
story boards, design effective Instructional 
Strategies, create and review online/offline 
manuals, help, and other technical documents 
related to application/ software support. 
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Sales and Marketing Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Cosmotec Group, Area Sales Manager 
(AV Projects), Mumbai, 2 - 4 Years, 
3706142 

The incumbent should have good 
presentation skills, background in the AV 
Infrastructure market, a good technical 
background, and preferably experienced in 
the field of networking & systems integration. 
Dimension India Network Pvt. Ltd., 
Business Development Manager, 
Noida, 2-5 Years, 3708351 

Candidate will be responsible for formulating 
e-marketing strategies with hands-on 
experience in online lead generation. He/She 
will speak to potential clients, follow up and 
will be ensuring smooth & timely execution of 
their requests. 

ION Exchange (India) Ltd., Sr. 
Executive Sales, Mumbai, 2 - 5 Years, 
3696509 

Candidate should have good communication 
skills & ability to perform under challenging 
situations. This position would be a key link 
between sales Teams & our regional network 
dealers. 

Mak India Developer, GM 
(Marketing), Bangalore, 8 - 15 Years, 
3734129 

Applicant should be responsible for 
Formulating and Implementing Marketing 
strategies, Brand Building. Design and Run 
advertising campaigns, Lead the marketing & 
customer care Department, Provide 
leadership to the sales force etc. 

Matrix Telecom Private Limited, 
Assistant Manager / Sr. Marketing 
Officer - Exports, Vadodara, 2 - 4 
Years, 3710614 

You will be responsible for identifying export 
markets and generating sales of our entire 
range of products. The key result area would 
be to achieve targeted market share in cach 
location in the prescribed region. 

Newgen Softwares Technologies 
Ltd., Key Accounts Manager, Delhi, 4 
- 8 Years, 3702004 

The candidate would be responsible for 
handling business development and achieving 
targets from activities as IT consulting, 
outsourcing, application software 
development and implementation, 
customization and support services. 


Oracle India Pvt. Ltd., Non Voice 
Processing Executives, Bangalore, 

3-5 Years, 2002032 

You will be responsible for ensuring proper 
business practices are followed and ensuring 
proper revenue recognition. Works with sales 
and operations staff to enter order and also 
research order entry issues if any. 


Phoney Tunes.com, Marketing 
Manager - Telecom Domain, Delhi, 
3-5 Years, 3620446 

Aspirant should be able to design & 
implement aggressive Sales strategies to 
Promote Content & Applications across 
Telecom Operator platforms. 


RTI International, Business 
Development Manager - Health 
Sciences & Survey Research, Delhi, 
10-15 Years, 3715566 

The successful candidate would be expected 
to play a key role, as part of a dynamic 
international team of researchers, in 
developing our portfolio of work by 
identifying new clients and strategic 
opportunities, and by strengthening existing 
client relationships. 


Sambe Software Pvt. Ltd., National 
Sales Manager, Mumbai, 7 - 8 Years, 
3718398 

You will be responsible for setting up, control 
and management of field activities to achieve 
consistent growth and increase in market 
share. 


Sapat, Sales Manager Key Accounts, 
Mumbai, 8-10 Years, 3547250 
Aspirant will be responsible for planning & 
execution of strategies related to setting up 
modern trade business. Designing consumer 
promotions/ offers to facilitate take-off from 
the retail stores shelves. 

Schmidt Electronics SEA Pte. Ltd., 
Business Engineer - Wireless 
Modules, Bangalore, 2 - 5 Years, 
3697324 

As a Sales Personnel, you will be responsible 
for preparing the sales and marketing plan to 
support the organization objectives; be 
responsible for achieving the sales target; and 
assist in the development of marketing 
material fora range of product. 


- 


Shreyas Technologies, Fie 
Technical Sales Specialist - 
Specialist - Mainframe, Bangalo 
Delhi, 4 - 8 Years, 3693754 

You should be able to understand custor 
requirements, design technical soluti 
based on customer requirements, us 
zSeries offerings. 

Synthes, Area Sales Manager, Delhi. 
3-6 Years, 3682461 

ASM will be responsible for identification 2 
listing of all the customers which inch 
surgeons, purchase department 
hospitals/trauma centers heads/chairman 
big corporate hospitals/ trauma centers etc. 


Targray Technology, Regional Sal 
Manager - Optical Media, Delhi, 7 - 
Years, 3681428 

You will be responsible for sales of 1: 
materials and consumables in the opt 
media industry. You may also be responsi 
to a lesser extent for sales of raw materials à 
consumables in the rapidly developing sc 
industry. 

Telexcell Information Systems Lt 
Product Specialist (Sales), Delhi, 
1-2Years, 3718635 

Entrant should be able to understa 
customer requirements and come up with 
proper solution design with compl 
technical explanation. Identify and gener 
Bill of Materials of proposed solution w 
pricing. 

Welspun India Ltd., GM - Marketi 
Mumbai, 4-12 Years, 3021430 

The candidate should be BE & MBA with 
15 years experience. Candidate will 
responsible for an independe 
market/region in an engineering/he: 
fabrication/ metal working industry. 
Wipro Technologies, Pre Sal 
Consultant, Bangalore, 4 - 6 Yea 
3712303 

Candidates will be responsible to cre 
customized proposals for specific custor 
requirements by harvesting the competenc 
various organizational units. Responsible 
on time and successful delivery of qua 
proposal, SOW and other request 
information from the prospects and exist 
clients. 


To know how to apply for these jobs, go to finance jobs listing page. 


Search for a job with Monster 


by your side 


Monster has the best employers hiring online... 


monster.com 





Post your Resume for FREE Today 


Sharp search. Right jobs. 





Jobs Today 


@ 


monster.com 





Finance Jobs 


tead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Akamai Technologies Inc., Sr. 
Accountant, Bangalore, 4 - 6 Years, 
3405888 

Person should have 4-6 years experience in 
Accounts. He should be able to independently 
lose Account Ledgers/ Balance Sheet, P&L 
i/c, sound accounting knowledge of Indian 
GAAP and US GAAP, preparation & analysis 
»f MIS. 


Ascendum Systems Pvt. Ltd., 
Strategic Accountant, Bangalore, 2 - 3 
Years, 3704012 

[he candidate should have a minimum 
xperience of around 2 yrs. He should be able 
0 assist in arranging vendor payment through 
:oordination of PR requests, PO creation, 
invoice processing, and bank Order 
listribution. 

CEI India Pvt. Ltd., Senior Finance 
Executive, Chennai, 5 - 10 Years, 
3641249 

Entrant should have bachelors degree in 
Accounting or Corporate Secretaryship. He 
thould have minimum 5 years of experience 
vith 3 years of Management experience and 3 
rears in IT industry. 


CFC India, Team Leader (SOX) - 
Finance and Analytics Services, 
Mumbai, 5-8 Years, 3695405 

Person should possess understanding of 
internal Control environment, Sarbanes 
Oxley Act and its main relevant sections etc. 
Preferably hands-on experience in SOX 
issignments (testing and administration 
work). 


Datacraft India Ltd., Accounts 
Assistant, Mumbai, 1 - 3 Years, 
3722733 

Aspirant should be able to handle day-to-day 
finance and other administrative activities, 
vaving knowledge on accounts handling. 
4e/she should have hands on MS-office and 
villing to work on contract. 


Dell, GIS Quality / Support Analyst, 
Bangalore, 2-6 Years, 3719749 

Assist in enabling Data Warehouse users to 
iupport business initiatives, which may 
nclude Sales segments, Marketing teams, 
Product Group, Customer Care / Tech 
Support, Manufacturing, CE Metrics 


reporting groups, etc. 


Ernst & Young Pvt. Ltd., Executive - 
Statutory Audit, Mumbai, 2 - 5 Years, 
3729328 


Candidates must have working exposure in 
Statutory Audit & should have served medium 
to large companies in any of the following 
sectors (Financial Services, Telecom, Media & 
Entertainment, IT, Manufacturing). 


Genpact, Assistant Manager - 
Treasury, Hyderabad, 2 - 4 Years, 
2863484 


The candidate must be a Cost Accountant / 
Chartered Accountant with 2-4 years of Post 
Qualification. He should have experience in 
Treasury Accounting/ Accounts Finalization 
is essential in a medium/large sized 
organization. Knowledge of US/UK GAAP 
is preferred. 


Genus Electrotech Limited, 
Chartered Accountant, Bhuj, 5 - 8 
Years, 3700257 

Entrant should be Chartered Accountant with 
1 law degree. He should have working 
experience of minimum 5 years in a similar 
position with a manufacturing organizations. 


Lotte India Corporation Ltd., Deputy 
Manager - Costing & Pricing, 
Chennai, 3-5 Years, 3695621 

An ideal candidate should have completed CA 
/ ICWA Inter. The candidate should have at 
least a minimum of 3 yrs of experience in 
handling Costing & Pricing in a manufacturing 
industry. 

Mastek Limited, Chartered 
Accountant, Mumbai, 8 - 10 Years, 
3637447 

Chartered Accountant with exp. in 
Accounting functions of a Public Limited 
Company. Must have hands-on experience in 
SAP and have demonstrated ability in 
finalization of accounts involving various 


overseas subsidiaries and branches, both as 
per Indian GAAP and US GAAP. 

QuisLex Legal Services, Business 
Analyst, Hyderabad, 2 - 4 Years, 
3724427 

Incumbent will be responsible for meeting 
various business people/ groups to 
understand, review, analyze, and evaluate the 
business requirements, user needs and 
functions. 
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Radixweb, Accountant, Ahmedabad, 
2-4Years, 3712727 

The person should have 2 — 4 years of 
experience in Accounts, Taxation and Tally. 
He must be able to work independently but 
also operate as a team player. 


S B & T International Limited, 
Executive - Accounts & Finance, 
Mumbai, 1-5 Years, 3701895 

You will be responsible to maintain day to day 
updation of various accounting data in Tally, 
collection and follow up of accounting details 
from various units, MIS, Banking and other 
accounting work. 


Unilex Exports Ltd., Accounts 
Executive, Mumbai, 3 - 10 Years, 
3721016 

The candidate should have practical 
experience of Tally 7.2 and 3-4 years work 
experience in accounts. He/she should be 
enthusiastic and intelligent, commerce 
graduate. 


Unity Infraprojects Ltd., Manager 
Accounts (ICWA), Mumbai, Pune, 5 - 
7 Years, 3699206 

Candidate should be able to work out the cost 
of Material and control the cost with related to 
the Bill of Quantities (BOQ) based on the 
tender documents. He should be self starter, 
good analytical skill, and capable of taking the 
charge independently. 


Wings Pharmaceuticals Pvt. Ltd., 
Manager Accounts, Delhi, 

15-18 Years, 3702544 

Incumbent must have at least 15 years of 
experience in Factory & Corporate Accounts, 
Excise, VAT, TDS, Service Tax, Income Tax, 
Fringe Benefit Tax(FBT), C & F accounting, 
Tally accounting package of manufacturing 
company. 


HOW TO APPLY FOR THESE JOBS: 


1. Logon to www.monster.com 

2. Type the job ID in the "Search Jobs" 
box on the home page 

3. Click the "Go" button 
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f^ IFFCO 


INTERNATIONAL MANAGEMENT TRAINEE PROGRAM 






Are you ready for a Challenge? 
The IFFCO Management Trainee (MGT) Program is a 
one-year program with the goal of recruiting bright, talented 
individuals into IFFCO and growing them into tomorrow's 
leaders. The Program gives recent Business School 
Graduates the opportunity to gain experience and develop 
skills through a multifaceted program. 


Who we are looking for 


We are looking for the next generation of IFFCO leaders, 
so finding the right fit is critical. We are looking for ... 


e Premier Business School Graduates (with specialization 
in Marketing, Sales, HR, and Operations) / Chartered 
Accountants with outstanding academic performance, 
extracurricular achievements and work experience. 

๑ Goal oriented, hardworking and ambitious individuals. 


e Confident, independent thinkers who are able to 
communicate candidly and persuasively. 


e Individuals who view change as opportunity and strive to 
continuously improve. - 


๑ Geographic Mobility: those willing to relocate ' Do 
to IFFCO Businesses globally. ww S 
PO ATER © i 
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" 
What we can offer you P 
IFFCO offers successful applicants: 
๑ A competitive tax free compensation package with the potential for substantial professional growth. 
e Cross-functional, on-the-job learning. 

e Senior management mentoring. 

e An exciting career with a multinational organization. 


How to Apply 


Please send us your application, mentioning the institution and specialisation in the subject bar, to 
recruitment@iffco.com within the next | 0 days. 


Kindly note, MBA's / ACA's of Academic year '07 need only apply. 


IFFCO is a multinational Food Company, head quartered in the UAE. It manufactures and markets a range of 
processed foods such as Edible Oils, Margarine, Culinary, Beverages, Biscuits, Cakes, Snacks, Chocolates, Sugar 
Confectioneries, Ice Creams, ready-to-cook Meat products and other Wheat based products. Apart from these, the 
Company has interests in commodities trading, animal feeds, soap noodles, plastics packaging, corrugated boxes and 
transportation. The Company's International Markets cover 70 countries with manufacturing facilities in the UAE, 
Pakistan, Tunisia, Malaysia & Egypt. 


For detailed information on the Group, log on to www.iffco.com 
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Big Bazaar is going 
out of its way to 
make small-town 
consumers feel 
comfortable with the 
beast called modern 
retail, discovers 

T.V. MAHALINGAM 


0$ W AMI 
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May 30-31, 2007 
Big Bazaar, Sangli, 
400 km from Mumbai 


NE AFTERNOON, ALMOST A YEAR 

ago, 36-year-old Mahesh 

Chaware went home for a 
late lunch. Expecting to be pampered 
and tended on by his wife like most 
married, overworked men do, 
Chaware was in for a rude shock 
when his wife told him, *Wait for 
10 minutes. My favourite television 
show is on." The show called Home 
Minister is an extremely popular reality 
show among Marathi women, espe- 
cially housewives. *I was both irritated 
and intrigued,” recalls Chaware. “Here 
| am, perhaps, the most important 
person in her life, waiting and hungry. 
And she is busy watch- 


Unpacked: Loose 
grocery is meant to 





spur small purchases 


Big Retail for small 
town: Big Bazaar at 
Sangli has drawn 18 











ing a TV host (incidentally another 
man) quiz women about why they 
make the perfect housewife!" 
It was then that the professional in 
Chaware took over and sensed 
opportunity instead of dejection. A 
store manger with Big Bazaar at 
Sangli, Chaware thought, “If only | 
could get this TV host to my store, 
wouldn't a lot of women...house- 
wives with money to spend...turn up 
to meet him?" Chaware then floated 
the idea to the Big Bazaar headquarters 
in Mumbai and the plan was okayed. 
And just as he expected, nearly 2,000 
women flocked to see Adesh 
Bandekar, the host of Home Minister 
and the Big B of Marathi television, 
host a show at Big Bazaar at Sangli. 
As Chaware and I sit in the base- 
ment of the Big Bazaar store in Sangli 
sipping masala chai, he explains 
that making money was not the 
immediate objective of that 
exercise. It was to get more cus- 
tomers to visit the store and get 
over any mental barriers that most 
small town folks might have against 
visiting swanky malls with smartly 
dressed staff. And that seems to be 
working. Ever since it opened for busi- 
ness in June 2005, the Big Bazaar out- 
let at Sangli has clocked up more than 
18 lakh footfalls. Every day, the 


lakh visitors in two years 


bt reporter’s diary 


security guard standing at the door 
of the shopping store of mega-store 
surreptitiously punches a button 
some 3,000 times a day—one punch 
for each customer who walks in. On 
weekends, that count touches 4,500. 

But do these numbers actually 
convert to revenues? Yes. Unlike 
cities such as Mumbai and Chennai, 
where besotted teenagers hang out 
at malls to beat the heat and limit 
their purchases to a bottle of coke, 
for Sanglikars (if we might call them 
that) wafting about Big Bazaar may 
not be the best option for killing 
time. For one, the Big Bazaar store 
is nearly two kilometres away from 
the heart of town. That translates to 
an auto rickshaw ride 


for Rs 25—in a town where bargain 
offers for a kilo of potato at a rupee 
less are big hits. 

A Big Bazaar in Sangli is differ- 
ent from one in Mumbai in more 
ways than one. On the day I visited 
the outlet, a Wednesday Bazaar was 
in full swing. Shop attendants were 
yelling on top of their voices ex- 
horting customers to pick up a bot- 
tle of ketchup or a kilo of toor dal at 
a couple of bucks less. Saris are 
stacked on the floor as customers sit 
down to pick and choose. It's as 
close as modern retail can get to a 
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village baat. There is also a visible 
difference in the kinds of goods 
stocked in the outlet. The oil section 
at the Sangli store sells loose oil— 
the only Big Bazaar to do so. During 
festivals like Diwali, the store sells a 
‘Diwali pack’—a potpourri of vari- 
ous household ingredients needed to 
make local sweets. Locally popu- 
lar brands like Chitale Gulab Jamun 
mix, GS Tea are also stocked. 

Big Bazaar’s localisation is evi- 
dent in its media strategy in Sangli. 
Marathi jingles on the local All 
India Radio station and hoardings in 
the central chowks of the town 
form the core of its communica- 
tion strategy. In addi- 







Best bet: Small 
bargain offers are a 
hit with buyers 


tion, prior to ‘big discount’ days, 
half a dozen autorickshaws ply the 
town with loudspeakers blaring out 
the latest offers. A couple of months 
ago, the outlet organised a kumkum 
ceremony at its premises. The big 
idea—any married woman who is 
invited for one cannot turn down an 
invite. That's just another way to get 
prospective customers to experi- 
ence the store. In addition, a Srimati 
Sangli (Mrs Sangli) contest, bhakti 
sangeet functions for the elderly 
have been organised at the outlet. 
Also, Sangli, being located in the 
sugar cane belt of Maharashtra, has 





its share of well-off farmers who 
love the idea of ‘the big bargain’. 
Like the man behind Big Bazaar, 
Kishore Biyani, mentions in his re- 
cently published autobiography, It 
happened in India, Big Bazaar’s 
biggest customer ever is from Sangli, 
not Mumbai or Delhi or any other 
big bucks market. Biyani cites the 
case of 55-year-old Mohan Jadhav, 
a Sangli-based sugar cane farmer, 
who lives with his extended family 
of 127 members, and shopped till his 
bill was 14 feet long and came up to 
a cool Rs 1,37,367. 

In all, it is estimated that the 
market for food retailing in Sangli is 
about Rs 60 crore. Local retailers 

think that Big Bazaar has gar- 
nered 20-25 per cent of this 
segment. Says Harshe Sumant, 
a small grocer located a kilo- 
metre away from Big Bazaar: 
*Yes, Big Bazaar's entry has 
affected my sales, but I have also 
become more careful about what ] 
stock. I avoid getting into a price 
war." Sangli has a population less 
than 5 lakh with a twin town called 
Miraj, which has a population of 1 
lakh. It is these two towns that Big 
Bazaar gets its clientele from. Local 
real estate agents reveal that Big 
Bazaar has signed up real estate in 
nearby towns like Kolhapur and 
Satara to open stores. Today, of the 
55-odd Big Bazaar outlets, nearly 
16 are in small towns like Ambala, 
Nasik and Sangli. Going by its suc- 
cess in Sangli, there is a good chance 
that the bulk of its expansion will 
happen in smaller towns. 

After I bid goodbye to Sangli, 1 
pass a town called Umbraj, one of 
those blink-and-you-miss-it towns 
that dot highways. An unlikely place 
for any kind of organised retailer to 
set up shop, but on the first floor of 
a dusty building is a Godrej Aadhar 
retail outlet. Normally, I would 
have been surprised enough to stop 
and take a look. But after what | 
saw at Sangli, I just blink and slip 
into a comatose snooze. ไพ 






THE BEST 

COMPANIES 
TO WORK FOR 
IN INDIA: 2007 


Our seventh annual survey of best 
employers begins. Log on. 


EST EMPLOYERS ARE HARD TO FIND, BUT WE ARE ABOUT TO 
make it easy for you. Business Today, in association 
with Mercer Human Resource Consulting and TNS 
India, has kicked off its annual survey of the Best 
Companies to Work for in India. And we would 
like your company, Mr. CEO, to participate. What's in it for you? 
An opportunity to prove that your company really is a great place 
to work. Even if your firm doesn't emerge as one of the 10 Best 








HOW TO PARTICIPATE 


m Participation in this survey is open to any will be the study coordinator on behalf of 
company that operates in India, irrespective the company. 
of its ownership. 


m Participating companies will have to share 
พ Participating companies must have been in information regarding their people practices, 
existence in India for a minimum of four years, provide employee details from which a sample wil! 
and must employ at least 200 management/ be administered a questionnaire, and should be 
executive-level personnel in India. willing to throw themselves open to a physical 


m To participate, companies should log on to อ บ อ by a stay paris. 


http://survey.tns-global.co.in/BestCompanies2007/Home.htm ฟิ The last date for companies to register is July 
and register online. Additionally, as part of the 15, 2007. 

registration process, participating companies 
should download the registration form (available 
on the website), print it on the company 
letterhead and fax or courier the completed form 
to the following address: 


By participating in the survey, companies are 
signalling their willingness to be part of the specia! 
issue Business Today plans to bring out on the 
Best Companies To Work For In India. 


Ms Shivangi Singhal/Neha Ahluwalia m The Business Today, Mercer Human Resource 
Best Companies Research Team Consulting and TNS teams are committed to 
TNS India; CICD Tower maintaining the absolute confidentiality of the 
Institutional Area, Hauz Khas study participants. 


New Delhi 110 016 


E-mail: shivangi.singhal@tns-global.com พ At no stage will the names of the participating 


Fax: 011-4256 6677 companies be released to any third party. And 

| only the names of those companies that are 

m Participating companies will be required to recognised as The Best Companies To Work 
nominate a point person for the study who For In India will be publicly released. 
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COMPANIES 
TO WORK 
FOR IN INDIA 


10 


(2006 RANKINGS) 


| INFOSYS 





2 MINDTREE 
CONSULTING 


3 SATYAM 
4 DR REDDY'S 
LABS 


9 จ ง * ั ส อ 3 า 30 
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Infosys Technologies: India's best company to work for—for now 


Companies to Work for in India, you still would have learnt plenty about 
how your own people systems match up against your competitors’. How 


come? As part of the study, your HR team will have to submit its 6 AGILENT 


processes and systems to scrutiny by Mercer, and also let us hear the voice TECH N 0 LOGI E S 
of your employees. 
What roles do Mercer and TNs India play? Take a look: 


m Mercer is responsible for the definition of the process of selection 5 JOHNSON& 
and selection criteria. Mercer provides the knowledge management JOHNSON 


support and is the knowledge expert responsible for the selec- 
tion at each stage of the process, result analysis and final output of 


the rankings. Mercer, however, at no stage of the process knows of 8 COVANSYS 
the company names during the selection process. This is where TNS 


India comes in. 
พ TNS India, as the research partner, is responsible Q HCL COMNET 


for front-end interface with participating com- 
panies, managing & maintaining the study-site, 
registrations, administering the study in a phased HSBC 
manner, resolving queries and finally generating 10 
summary reports for Mercer. Company data 
are sent to Mercer by TNS not under the com- 
pany name but a numeric code. It’s only after 
Mercer has completed its final analysis that 
company names are revealed. That ensures 
there are no biases. 
Entries for India’s most awaited survey of 
employee satisfaction will close on July 15. 
Get moving. 
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The Original Reformer? 


In his new memoirs, Yashwant Sinha stakes claim 
as the Father of Reforms. ARNAB MITRA 


CONFESSIONS OF A HIS IS A RACY, INSIDER’S ACCOUNT OF LIFE IN 
SWADESHI REFORMER the upper echelons of the Government of 

Yashwant Sinha India in general and North Block in particular. 
' Yashwant Sinha has had two stints as Finance Minister 
Pp: 261 of India—first in the shortlived Chandra Shekhar 
Price: Rs 450 government of the early 90s and later, under Atal 


Bihari Vajpayee, from 1998-2002. 

Both stints were exciting, and both had their 
share of controversies. Confessions of a Swadeshi 
Reformer: My Years as Finance Minister faithfully 
recounts the former and candidly explains the latter. 
Spicing up the narrative are anecdotes about his per- 
sonal equations with leaders across the political spec- 
trum and also accounts of apparently unrelated “co- 
incidences", that Sinha speculates, may have been a 
conspiracy to remove him from North Block. 
Particularly intriguing is the chapter on controversies 
and how powerful people in Mumbai, whose line he 
refused to toe, may have hatched a series of con- 
spiracies to see the back of him as Finance Minister. 
Here, he reserves his pet peeve for "a large industrial 
house" that usually gets to know about all tax pro- 
posals before even senior secretaries in the central government. 

The book also has some interesting ‘revelations’. Did you know, for 
instance, that it was Yashwant Sinha, and not Manmohan Singh, who's India's 
original reformer? Sinha makes this claim in the opening chapter of the 
book—and backs his assertion with quotes from I.G. Patel and Arjun 
Sengupta. Apparently, the Budget he prepared but could not present as 
Finance Minister in 1990, owing to the fall of the Chandra Shekhar gov- 
ernment, *...was a unique Budget. That was the first original reform Budget." 

Sinha's account is very reverential about the two Prime Ministers he 
served under. He holds both Chandra Shekhar and Vajpayee in great 
esteem and this comes through in his memoirs. He is equally respectful 
of L.K. Advani. But he pulls no punches when it comes to the late 
Rajiv Gandhi, whose government he blames squarely for the economic 
crisis he was called upon to handle in 1990, when India had to pledge 
gold to the Bank of England—a decision he says was the most painful in 
his life—and Laloo Prasad Yadav, whose arrogance and overbearing ways 
drove him into the BJP. 

His second stint as Finance Minister also started with a crisis. India went 
nuclear within a few months of his assuming charge and he had to face the 
brunt of the global sanctions that followed. This account of how the gov- 
ernment overcame that situation makes for highly interesting reading, 
both for the student of politics as well as for the interested bystander. 

Indian politicians, with rare and honourable exceptions, have seldom 
written lucid and candid accounts of their days in office. This book 
stands out among them as one that passes that crucial test of readability— 
it's actually quite gripping. 




















































THE THREE TENSIONS 
By Dominic Dodd & Ken Favaro 
Jossey-Bass 
Pp: 249 

Price: Rs 1,146 


HE PROBLEM WITH BUSINESS 

books is that every one that 
comes along feels compelled to 
sound cleverer than the one 
before. Ergo, the need to create 
catchwords. This book, by two 
consultants at a firm that 
Fortune describes as “the best- 
kept secret in consulting”, offers 
its buzzword too: batting aver- 
age. Here’s the premise of the 
book: Every manager has three 
‘tensions’ to manage: short term 
versus long term, growth ver- 
sus profit, and whole versus 
parts. And the excuse that CEOs 
often get to hear from their man- 
agers is that one cannot be 
achieved without affecting the 
other. Therefore, one can't 
achieve long-term growth with- 
out sacrificing profits in the short 
term. In this book, Dodd and 
Favaro claim to offer a “radical 
new way” of assessing a com- 
pany's performance. Look at the 
'batting average', they say. That 
is, look at how often and how 
well managers achieve such com- 
peting objectives at the same 
time. How should managers deal 
with a low batting average? "Our 
advice. ..is to neither balance nor 
prioritise between objectives but 
to prioritise between tensions," 
say the authors. "Leadership 
teams should debate and care- 
fully pick the right lead tension 
for their company." The book 
isn't path-breaking by any meas- 
ure. Read it only if you must. 
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Drink, be merry and, while you are at it, make some money. It's early days 
yet, but wines are spicing up the investment space. SAUMYA BHATTACHARYA 


HEY ARE RICH, EARTHY, 
full-bodied and now 
sought after. Fine wines 
are becoming the new 

flavour of the season. 
Gary R. Bennett, 52, was all of 
19 when he had his first close enco- 
unter with the buoyant world of 
wines. When his family shifted to 
Adelaide in South Australia, next 
to the wine-growing regions of 


Barossa Valley and McLaren Vale, 
Bennett got his first lessons in wine 
tasting and its value as an asset that 
could appreciate. What started off as 
an experiment 25 years ago, turned 
into à serious investment opportu- 
nity 10 years ago. "Wine was an 


Wine that has ageing potentia 
and Is expensive 


interest first and since I had an early 
education, it turned into an invest- 
ment prospect," says Bennett, the 
Gurgaon-based MD and CEO of Max 
New York Life Insurance. 

Bennett is your classic high net- 
worth individual who has an eq- 
uity portfolio, a property portfo- 
lio along with an art portfolio 
spread across Vietnam, China, 
Hong Kong, India, Sri Lanka, 


Thailand, and Australia. 

He can already sense an oppor- 
tunity for Indians in the wine in- 
vestments. Drawing an analogy with 
ULIPS (unit-linked insurance plans), 
the insurance industry veteran says: 
*Who had heard of unit-linked in- 
surance plans six years ago? Sim- 
ilarly and surely, wine is emerging as 
an investment for Indians." 

One of the early birds in the 
Asian wine investment market, BNP 
Paribas—which started wine in- 
vestment services last year— 
vouches for the growing Indian in- 
terest in the wine investments. Says 
Anthony  Debarry, Head 
(Communications), BNP Paribas 
Private Bank Asia: “BNP Paribas 
and its partners can help construct 
an actual cellar of the finest French 
wines available. Managed from the 
heart of the Bordeaux region and 
focusing exclusively on French 
wines, this service has attracted in- 


Which regions are hot? 
The top estates in 


Bordeaux and Burgundy 


terest and clients from throughout 
Asia, including India." 

For Subhash Arora, President, 
Indian Wine Academy, and founder, 
Delhi Wine Club, the first invest- 
ment in wine was for "fun and ex- 
perimentation and was a part of 
the learning process". For investors 
like Arora and others, the wine in- 
vestment market may just become 
even more action-packed. "The 
power is shifting in the wine col- 
lectors' world from the us and 
Europe to Asia; some of the world's 
biggest collectors now come from 
Asia," says Troy Saddler, MD, 
Platinum Wines, a Hong Kong- 
based wine merchant. 

Though it is early days yet, Sad- 
dler bets on the buoyant Indian 
market. “We see India as an exciting 
and viable market moving forward,” 
he says. Saddler plans to come to 
India later this year to gauge 





Betting on Bacchus: Arora mixes fun with investment 


investor interest in fine wines. 
Lawyer and wine buff Ajay Bahl 
and his wife Radhika represent the 
segment where Saddler sees big po- 
tential. From occasional individual 
buys, the Bahls have now experi- 
mented with futures. “Making use 
of the liberalisation of exchange 
controls in India, we have made a 
small investment through the 
London-based Berry Bros and Rudd 
in wine futures,” says the lady. 
The hot picks for the new buy- 
ers are the universal favourites. 
Arora’s wine portfolio includes “a 
few Gajas, a Margaux here and a 
Latour there”. Says an upbeat 
Arora: “Last year, I invested in a 
couple of cases of Chateau Gruaud 
Larose 2005, a second growth from 
St Julien, as an experiment. Vintage 
2005, considered one of the best 
vintages over the last few decades, 
will be released in 2008 and will be 
drinkable between 2015 and 2020.” 
While Bennett is sold on 
Australian wine, he particularly 
raises a toast to his rich vintage ver- 
tical. “I have acquired a full ‘vertical’ 
of Penfolds Grange Shiraz—one 
bottle from every vintage since it 
was first made in 1951 to its most 
recent release in 2005,” he says. 
The full vertical is valued at 
$150,000-200,000 (Rs 61.5-82 
lakh) at present. 
The sudden interest in fine wines 
is driven by high returns seen last 


year. Figures from the London 
International Vintners Exchange 
(Liv-ex) show that in 2006 its 
benchmark index, the Liv-ex 100, 
rose 49 per cent, making it the best 
year in a decade for wine investors. 

As with all high-risk invest- 
ments, a word of caution will be in 
order. Sommelier Magandeep Singh 
warns that wine is a tricky mar- 
ket. “Before you think of invest- 
ing, you need to do know about the 
harvest, rain, region and the prop- 
erty,” he advises. 

The other stumbling blocks in 
India: high import duties if you 
want to bring your stocks home, 
storage problems and practically 
no infrastructure to sell the stocks. 

Adds Matthew Ringrose, 
Director, Wine 1Q, Australia: 


Who are the buyers in India? 
High networth individuals 
who have serious amount of 
money and patience 





“There are social and religious rea- 
sons as well for wine’s low impact in 
India, and no doubt, these are 
reinforced by government policies 
aimed at protecting local producers 
and discouraging importers.” 

The way out: arm yourself with 
caution and good advice, and raise 
a toast to investment in wines, he 
says. With wine, if all else fails, you 
can drink your investment. 
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Look Ma, No Keys 


The Nissan Teana is very comfortable, 
but guzzles a little too much fuel. 


HE NAME TEANA, ACCORDING TO NISSAN MARKET- 

ing material, means "dawn" in a native American 

language. It's a good thing that they didn't use 
this car when native Americans still lorded over that 
continent, because they would go broke trying to fill up 
the car with fuel. In the worst possible advertisement 
for the car, one of the first things one notices on step- 
ping inside its admittedly luxurious interiors is the 
display panel above the centre console, which says 
the car is delivering 5.5 km to every litre. That is not a 
pleasant number, even if that is pretty much average for 
a V6 engine—the Honda Accord V6 gives slightly 
more, but more on the competition later. 


This car has several things 
going for it—it is very luxuri- 
ous inside, rear-seat comfort is 
wonderful and the ride, even on 
some of the worse roads in 
Delhi, was surprisingly smooth. 
The air-conditioner is absolutely 
superb; the mercury was inching 
towards 45 degrees on the af- 
ternoon BT Drive tested this car, 
but it still kept three occupants 
very cool. The large and ex- 
tremely quiet interiors, the very 
nice layout of the centre con- 
sole and the superb ride are the 
Teana’s best points. The exteriors 
on the car are also quite nice, 
but subtle, and the car looks best 
when viewed from the rear 
three-quarters. 

The gear-change on the 
Teana is slick, the four-speed 
auto moves smoothly up and 
down the gears. But this is not a 
box that likes to be pushed. 
Sure, it delivers 170 horsepower 
(PS), but even when you press 
the accelerator down to the car- 
pet, the car does not have the 
seat-of-your-pants feel that the 
Accord V6 gives. This car moves 
at a stately pace (it is not slow 
though), akin to the other 
Japanese car in the segment, the 
Toyota Camry. However, the 
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Camry is a bit more economical 
on fuel. This is a car whose keys 
you would hand over to the 
driver, but then again, you don't 
need to do that—because the key- 
less operation of the car is the 
Teana's best feature. 

But there's another problem—at 
Rs 20.47 lakh, ex-showroom Delhi, 
the Teana is not cheap. The Camry 
costs about the same, but the zippy 
Honda Accord V6 is a couple of 
lakh cheaper. Then again, while 
the Honda is the best driver's car in 
its category by miles, comfort is 
not its USP. The Teana and the 
Camry are fairly well matched when 
it comes to performance and price, 
but the Nissan is a bit more com- 
fortable; however, there is the ques- 
tion of fuel economy. 

In sum, the Teana is different 
and will stand out in a crowd of 
Camrys and Accords. 

KUSHAN MITRA 
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. Sexy, But Very Expensive 


The new Sony Vaio VGC-LA38G is pure eye candy, but it could do with better specs. 


VER THE YEARS, THE 
personal computer's 
innards have changed 


beyond recognition, but most of 
the models still look, well, dull. 
However, Sony's Vaio series has 
always tried to make computers 
sexy; yes, that's the most appro- 
priate adjective to use here—sexy. 
The Vaio L series is the suc- 
cessor to the very beautiful Vaio W 
series, which was launched a few 
years ago, and which was one of 
the first all-in-one desktop pcs. But 
that machine didn't really look so 
sleek. The addition of a transparent 
plexiglass surround all around the 
system, with projected lights, defi- 
nitely wins this machine points for 
style. Seriously, it is so good look- 
ing that you can just stare at it 
while it is switched off; it is that 
aesthetically pleasing to the eye. 


The vGC-LA38G that Sony sent 


over had a brilliant 38 cm (15.4 
inch) widescreen, an Intel Core 
2 Duo T5600 processor running 
at 1.83 gigahertz, 1 gigabyte of 
DDR2 RAM, a 120GB hard drive, 
Wi-Fi connectivity, an NVIDIA 
GeForce 7400 graphics proces- 
sor, a built-in web camera and 
tonnes of connectivity, including 
slots for Memory Sticks and sp- 
Cards. Loaded with Windows 
Vista Home Premium and, thus, 
Windows Media Center, the best 
way to enjoy this machine is to 
slot in a DVD and watch a movie. 

But, while this is undoubtedly 
one hell of a lot sexier than the 
dowdy black or beige boxes, this 
machine is not quite a laptop or ล 
desktop. It is heavy, a lot heavier 
than a laptop, and the folding key- 
board, while neat, does feel a bit 
flimsy and you definitely can't use 
the touchpad mouse for too long 
because it is irritatingly small; you 


will need to buy a portable mouse 
for this machine. And while you 
can carry it around, you really 
don't want to because the folding 
keyboard doesn't cover the entire 
screen when folded up. When 
Sony delivered the machine, the 
display was full of dust and fin- 
gerprints, thanks to the dusty Delhi 
summer and less than adequate 
method of transportation. 


It's expensive. In fact, at 
Rs 89,990, this machine is mas- 
sively expensive. And it isn't perfect 
either; the media player, for 
example, is a little jerky. Fair 
enough, the sound is brilliant, but 
you know it could be so much 
more—at least twice the memory 
would be nice as would a lot more 
space in the hard drive. For this 
kind of money you would really 
expect a bit more. The form-factor 
is sexy, but it is also a limitation, 
restricting the number of 


modifications. And, there is this 
other teeny-weeny thing: in the us, 
for less money, you get the 47 cm 
(19 inch) screen—and a bigger 
screen is always better value—more 
RAM and more hard disk space, all 
for $2,049 (Rs 84,009) for the top- 
of-the-line VGC-LS37E. That machine 
would be a very good buy. 
Alternatively, you can get desktops 
from Dell and HP that come loaded 





with a lot more for a lot less. 
Actually, you can get a very, very 
good Thinkpad or Qosimo laptops 
from Lenovo or Toshiba, respec- 
tively, for less. 

It's a good machine, but 
frankly, it could have been bet- 
ter. Having said that, Printed 
Circuit seriously hopes that PC 
makers take a cue from Sony and 
start making their machines better 
looking and with more interesting 
form-factors. 

KUSHAN MITRA 
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bt treadmill 


How to Start Exercising 


ETTING INTO A REGULAR EXERCISE REGIME IS A BIT LIKE KICKING A 
(G habit. Say you're a smoker and want to kick that butt, the 

only way you will end up doing so is if you've really made up 
your mind to do it, come what may. No one but yourself can help you 
do so. I know it seems like a cliché but that's the way it is for adopt- 
ing a fitness regime. Unless you really want to do it, forget it. No one 
else can force you to exercise. True, there could be motivating fac- 
tors—a partner who's serious about exercising, peer pressure or 
even a health warning—but unless you yourself are serious about 
exercising, you won't end up doing it. 

Once you've decided that you'll exercise, the rest is quite easy actu- 
ally. The commonest excuse that people trot out is that they can't find 
time to exercise. That is a specious argument. You really need to find just 
30-45 minutes for three or four days a week. That is enough to begin 
with. Here's how you could create an exercise programme for yourself. 
First, squeeze the time out. Wake up an hour earlier than you normally 
do. Or, forego a bit of your leisure time each evening. Just apply your- 
self and you'll get the time that you require. Now, for the second 
step—what exercises should you do? Break up the 45 minutes into three 
15-minute intervals. For the first 15 minutes walk briskly—either indoors 
on a treadmill (if you have one or are a member of a gym) or outdoors. 
Then for the next 15 minutes, do freehand exercises—simple push-ups, 
freehand squats, sit-ups and toe-touches. Do these in sets—i.e., two sets 
of push-ups where you do 10 push-ups in each set, two sets of squats 
where you do 10 squats in each set, etc. Now, for the remaining 15 
minutes, go for another brisk walk or, if you like, get on a stationary cycle 
and pedal at moderate speeds. Voila! You have your exercise regime ready 
and waiting to be followed regularly. 

After three weeks of adopting this schedule, add light weights to your 
session. Use dumb-bells to do biceps curls, shoulder presses and even 
squats. Again, do them in sets. You may even want to step up from your 
brisk walk to a mild jog or even a faster run. After three weeks of this 
slightly stepped-up version of your exercise regime, you could be ready 
for more. In fact, this could be a ripe time to get on to more advanced 
exercises, adding more weights and more cardiovascular training. There, 
who said getting into a workout regime was tough? 
Exercise of the fortnight: The stiff-legged deadlift. 
This is a not-so-common but immensely effective 
exercise to build strong hamstring muscles (the ones 
at the back of your thighs). Stand with feet at shoul- 
der width and hold two dumb-bells to each side. 
Keeping your knees straight and head up, lower 
the dumb-bells by bending at your hips until you feel 
a stretch in your hamstrings. Hold for a second 
and lift dumb-bells by straightening your hips. That's 
one repetition. Your arms, knees and back should be 
straight throughout the exercise; you should feel a 
mild (not painful) stretch in your hamstrings. 

MUSCLES MANI 
write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 











DATE WITH 
DIABETES 


IABETES FALLS IN THE CATEGORY OF 

“lifestyle diseases” and, often, 
the best way to treat it is to bring 
about changes in your lifestyle. Left 
unchecked, it can become a killer 
over time; the good news is that it is 
not very difficult to keep it in check. 
The Diet Zone. Eating right is the 
key to managing diabetes. Says Dr 
Neeru Gera, Senior Consultant, Max 
Hospital, Delhi: “Load your plate with 
vegetables; this way, you'll eat less 
carbs and saturated fats. Go easy on 
starchy food—including rice, pota- 
toes, mangoes, com and peas—which 
are high in calories. Eat fibre-rich 
food. It helps keep blood sugar from 
rising quickly after a meal; and eat 
meals every 3-4 hours.” 


Get Moving. Exercise not only burns 
sugar from your blood, it also 
improves the way your body handles 
your own insulin. Says Dr Gera: “Set 
a minimum goal of exercising 30 
minutes, four days a week.” 


Body Care. Says Dr Sujeet Jha, Senior 
Consultant, Max Healthcare, Delhi: 
"Persistent high blood glucose lev- 
els can damage the body's nerves, 
and cause a loss of sensation." Don't 
cross your legs for long periods of 
time. Diabetes even affects gums and 
teeth. Visit a dentist every six months. 
Watch Your Waistline. Says Dr Jha: 
"Excess body weight leads to insulin 
resistance; this makes blood sugar 
(diabetes) difficult to control." It is 
essential to know your body mass 
index (BMI) to keep track of your 
waistline. The BMI is a good indicator 
of diabetes and cardiovascular 
disease. 
Ask the Doc. Early diabetes symp- 
toms can be subtle. In fact, it is pos- 
sible for you to have diabetes for years 
without even getting to know of it. 
Says Dr Gera: "If you notice any 
diabetes symptoms—excessive thirst, 
increased urination, blurred vision and 
frequent infections, call your doctor.” 
MANU KAUSHIK 
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Fresh Lease of Life? 


WITH A DEBT OF RS 757 CRORE WEIGHING ON HIS 
shoulders and dogged by no less than 43 lenders, 
SUSHIL SURI (43), CMD, Morepen Laboratories, has for 
long been in troubled waters. There is, however, 
some encouraging movement in Morepen's 
Corporate Debt Restructuring (CDR) scheme, which 
is the RBI-mandated mechanism for dealing with 
sick companies outside the purview of BIFR (Board for 
Industrial and Financial Reconstruction) and debt re- 
covery tribunals. “We have brought in a new set of 
investors who will take part of the loan from the old 
creditors and settle about Rs 150 crore of the cash 
component of our liabilities," says an upbeat Suri. 
Infusion of “a couple of million dollars" after the CDR 
process will put the company on the revival path, he 
adds. For now, Suri is determined to stay put in the 
company. There seems to be hope yet for Morepen. 


A New Deal 


IT’S A ROLE ANIL KHANDELWAL, 59, HAS 


IVN HSILYS 


IIHS 


SLIPPED INTO WITH FASI THE 


Switching Over 


JUST INTO HIS NINTH MONTH AS THE PRESIDENT AND 
Country Manager of Cisco, India and SAARC, JANGOO 
DALAL has decided to move on. Dalal (42), who was 
the third employee to be recruited in India by net- 
working major Cisco (today it 

has more than 2,000 employ- 
ees), met this correspondent 
in what eventually turned out 
to be his last official media 
interaction and sounded 
upbeat about Cisco’s t 
prospects in India. Dalal had | = | 
taken over the post at the 
network solutions company after 
a bitter contest within when 
he had pipped fellow con- 
tenders B. Ashok and 
Sudhir Narang to bag 
the coveted post. 
While Dalal could 
not be reached for 
comments, Cisco 
India said in an 
official state- 
ment: “Jangoo 
Dalal has put 
in his papers to 
pursue other 
career Opportunities” 
while Naresh Wadhwa, 
VP (India and SAARC), 
has been made the 
interim country head. 
For Dalal, it's proba- 
bly time to explore 
new networking 
possibilities. 
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BANKING INDUSTRY VETERAN I: 


the new deputy chairman of Indian Banks' Association (IBA). With more than three decades 
of banking experience, Khandelwal's expertise will come in handy for the new role. 


Khandelwal—who is also the CMD of state-owned Bank of Baroda (BoB)-—will work closely 
with his fellow bankers in the ‘financial inclusion’ space, an area that has drawn the 
attention of both Finance Minister P. Chidambaram and RBI Governor Y.V. Reddy 
With the turnaround of Dena Bank and a new brand image for BoB to his 

credit, that would hardly be a challenge for the seasoned banker 
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Global Influence 


ANIL AGARWAL (54) IS IN AUGUST COMPANY. THE 
Chairman of Vedanta Resources Plc. has recently 
been nominated among the top 12 Power Givers in 
the world by the Time magazine. He is the only 
Indian CEO on the coveted list and has been hon- 
oured for his university education project in Orissa. 
Agarwal has pledged $1 billion (Rs 4,100 crore) for 
the world class university and has signed a memo- 
randum of understanding with the Orissa govern- 
ment for the Rs 15,000 crore project. Agarwal 
couldn't be reached for comment. Named Vedanta 
University, the institution will house nine interdis- 
ciplinary centres of excellence in areas such as nan- 
otechnology, biotechnology, and information tech- 
nology. On completion, the university will enroll 
nearly one lakh undergraduate, masters and doctoral 
students in 95 disciplines, making it one of the 
largest universities in the world. By all accounts, a 
world class project from the mining magnate. 


The IPO Effect 


P.K. CHOUDHURY 
rating agency 
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ท ร ฐ ร พ า ก 


IN VASOS 


India Calling 


BRENT GOSLING, 40, HAS À LOT TO 
look forward to as he leaves the 
confines of London for the first 
time to be the new Chief 
Strategy Officer at Lowe 
[ndia. With the responsi- 
bility to watch over the 
Unilever portfolio, 
Gosling's mandate in- 
cludes client responsi- 
bilities, and key brand (๕ 
launches and their 
extensions. These 
obviously will fea- 
ture very high in his 
life over the next 
few months. Interest - 
ingly, Gosling has 
spent several years on 
the other side of the 
brief, as a copywriter 
and that, he hopes, will 
stand him in good stead. 
His logic: “A strategy 
might be great, but may 
just be barren creatively.” 
Admitting that he is “not 
one of the ranks of inter- 
national planners who trans- 
port their skills around the 
globe”, Gosling is look- 
ing for rewarding 
times ahead. With an 
assortment of 
responsibilities, he 
surely won't be 


disappointed. 
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NAME: TEJPREET SINGH CHOPRA 
AGE: 37 

DESIGNATION: President & CEO 
COMPANY: GE India 





GE’s Young Turk 


FTER 14 YEARS AT THE HELM OF GE INDIA, WHEN SCOTT R. BAYMAN HANDED OVER THE 

baton to 37-year-old Tejpreet Singh Chopra, a 10-year GE veteran, nobody was 

surprised. It's almost as if the latter’s elevation to the position of President & CEO— 
he formally took charge on June 1—was a foregone conclusion. 

Tejpreet or TP, as Bayman calls him, was serving as President & CEO, Commercial 
Finance, in GE India since 2006, after moving to India from GE headquarters in Stamford, 
Connecticut, us, the previous year to start the GECAS office in Delhi. He also managed global 
sales for the Regional Jet Programme of GECAs. Apart from these two divisions, Chopra 
has held positions in marketing, structured finance and risk management at various GE of- 
fices worldwide. His wide experience across a range of GE businesses across the world is 
expected to stand him in good stead in his new job in which he will manage operations 
that are expected to clock a turnover of about $3 billion (Rs 12,300 crore) this year. It won't 
be easy. Chopra, an alumnus of Delhi's St. Stephen's College and Cornell University, will 





rc have to live up to comparisons with his former boss (Bayman), who is largely seen to be 
(Fixed ine), Singapore, — O o responsible for GE's growth in India from ล $100-million operation to one that is within 
I TEONA striking distance of the $3-billion mark. 

— Bayman, though, is confident that Chopra, a f ational swimmer (he represented 
s ayman, though, is confident that Chopra, a former national swimmer (he representec 
Europe (Mobile) 9.99 920 Tamil Nadu), is the right candidate for the job. In a recent press release, he said: “I am 
& Rest of the world" 


happy to have been a part of GE's growth in India and am confident that under T.P. 
Chopra's leadership, GE in India will move towards achieving greater heights." Chopra, 
too, looks confident. “India’s growth story has captured the imagination of the world and 
GE's plans for India are firmly aligned with the country's objectives. I am truly excited to 
be part of this growth and look forward to taking GE in India to the next level of success," 
said Chopra in a press release. He has just set the bar higher. He will now be judged against 
his own benchmark. tg 
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Amity Scholarships 


for Meritorious Students 


| 


Join the thousands of brilliant | 
dynamic future leaders at Amity 


| 


| SCHOLARSHIPS 2007 FOR GRADUATE DEGREES — — eel. ag ๓ 1. 3 ร ร. 


e T AAY OFFERS GRADUATE AND POST GRADUATE DEGREES IN: 
* 50% Scholarships for students with 88%+ — in พ ว ต ล * Actuarial Science * Advertising * Agriculture 
ไร เห อ น แร FAST TRACK ADMISSION PROCESS. eat SW * Anthropology * Applied Sciences * Architecture 
"in Nem | PEN * Biotechnology * Commerce * Computer Science 
e au Jn racogni เห น ก ใน ก เนต d Y ee | * Competitive Intelligence & Corporate Warfare 
E v E * Education * Engineering * Event Management 
| * Fashion Design * Finance * Fine Arts * Forensic 

Visit www.amity.edu/scholarships for full details Science * Forestry * Food Technology * Hotel 

Management * Information Technology * Insurance 

* Interior Design * Journalism * Languages 

* law * Management * Microbiology * Media 

* Nanotechnclogy * NGO/Development Studies 

* Performing Arts * Physical Education *'Physiotherapy 
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DIPESH PATEL RITIKA AGARWAL PRANAV GARG * Political Leadership * Psychology * Rural 
90.4% in Class XIIth 90.4% in Class XIIth 92% in Class XIIth i | 

100% Amity Scholarship 100% Amity Scholarship 100% Amity Scholarship Management ° Social Work * Sports Science 
la B.A. LL.B. in BBA in B.Tech. (Biotech) * Telecom * Travel & Tourism * Urban Management 


AMITY QUICK FACTS: 


Fully Govt. recognised as per section 2f of 
UGC Act * Ranked No. 1 in India (source: 
Education Times) * India's largest non-profit 
pvt. University * Most hi-tech, air-conditioned 
campuses with over 3 million sq. ft. of buildings 
* Over 2000 on-campus placements this year 
* 509 students have been placed one year before 
graduating * 5,000 on-campus hostel seats 
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AMITY 


UNIVERSITY 


Shown above are three of the hundreds of students who got Amity Scholarships in 2006 (Cut off for 100% Scholarship. was 90% in class XII then) R eco g nise d un d er U G G Act 





Admission Procedure: Submit application forms. Forms are available online at www.amity.edu/admission 
For Engg./Biotech. Programmes, appear for AMCAT (Amity Common Admission Test) heing held at 10 centres across India. For details on AMCAT dates, centres and admit card visit www.amity.edu/admission 
AMCAT qualifying candidates will be given option to select interview date at admission website. For all other programmes candidates are required to select date lor admission selection process at admission website 


Amity University Campus, Noida (National Capital Region of New Delhi) | Amity Helpline (Noida): 1800-11-0000, 0120-2445252 Amity Helpline (Lucknow): 1800-1800-999 | admissions@amity.edu | www.amity.edu 
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” ACTUAL PHOTOGRAPH 'THE FOREST', NOIDA 
393100/41896680-85; Fax: +91 11 41896653/41896655/41896799; Email: ipo@omaxe.com; Website : www.omaxe.com 


ind has filed a Draft Red Herring Prospectus ("DRHP") with the Securities and Exchange Board of India (“SEBI”). The 
t BRLMs at www.dspml.com, www.citibank.co.in, www.ibb.ubs.com/Corporates/indianipo and the Book Running Lead 
f securities for sale in the United States. The securities of Omaxe Limited have not been registered under the U.S. 
d States absent registration or an exemption from the registration requirements of the U.S. Securities Act of 1933 and 


This announcement is not for distribution outside India. This announcement shall not constitute an offer to sell or a 
ar solicitation or sale would be unlawful prior to reaistration or cualification iti 


LI Li Li L. 


GROUP HOUSING 


Turning dreams into reality 
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Imaxe Limited, Regd. Office: Omaxe House, 7, Local Shopping Centre, Kalkaji, New Delhi-110019, India; Tel: +91 11 41 


Omaxe Limited is proposing, subject to market conditions and other considerations, a public issue of its equity shares 
Draft Red Herring Prospectus is available on the websites of SEBI at www.sebi.gov.in and Global Coordinators and Jo 
anager at www.jmfinancial.in. For risk factors and other information, please refer to the DRHP. This is not an offe 
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From The Editor 


U CAN SEE THEM CRAWLING THE MALLS AND 
Y multiplexes from Bangalore to Mumbai, Pune to 
Gurgaon. They are 20-somethings, employed and 
equipped with money to spend. Business Process 
Outsourcing (BPO) has come as a boon to many of them, 
providing jobs as soon as they step out of college and, as 
an addendum, an independent lifestyle steeped in the spirit 
of freedom. In the six or seven years since the BPO industry 
in India began in its full-blown form, the job choices avail- 
able to middle-class youth have exploded. In fact, as 
the industry grows, it creates new jobs at a stratospheric 
50 per cent a year. Today, there are 400,000 people 
(median age: 25) employed by Indian Bros; by 2008, the 
number will swell to 1.1 million. 

Yet, the choice, freedom and money that BPOs offer to 
their employees has a flip side that could have serious 
implications, both for the workforce and their employers. 
An alarming number of these workers are sinking into a 
world of crime, drugs and promiscuity. Such workplace 
problems are not new. Yet, there are unique aspects of 
BPOs—long hours that cater to dif- 
ferent time zones, limited career 
progression as well as the 
monotony of their jobs—that have 
a bearing on the psychology of the 
workers. Some of the real life 
examples that BT’s Principal 
Correspondent Pallavi Srivastava, 
who spent weeks with BPO workers, 
employers and human resource 
experts, writes about in the cover 
story (BPO’s Young © Troubled, page 62) may come as a 
shock but the malaise that afflicts BPO workers also has 
implications for their employers—many of whom, as 
our cover story also finds, are already grappling with it. 

Estranged scions Mukesh and Anil Ambani have been 
at loggerheads over supply of gas from Reliance Industries 
Ltd. (run by Mukesh) to Reliance Natural Resources 
Ltd. (run by Anil) to fuel the latter's gas-based power proj- 
ect. But the controversy has blown up into the larger issue 
of gas pricing and the more fundamental question is 
whether Reliance has the legal right over the gas it is 
pumping. Read Associate Editor Balaji Chandramouli's 
feature (Ambani vs. Ambani: The Fight for Gas, page 88) 
to see what the real issues are. 

Our Special Report this time is on India’s telecoms 
industry where paradoxically mobile population is rising 
fastest in the world but revenues aren’t keeping pace. 
What does this mean for telecoms companies? The sur- 
vey (page 104), by Associate Editor Krishna Gopalan and 
Special Correspondent Amit Mukherjee, also delves into 
the issue of spectrum shortage as well as how many 
more global players are still jockeying to enter the market. 
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ส ร Exclusives 


Small is Lucrative 

SMALL AND MEDIUM ENTERPRISES 
are bullish, according to a nine- 
country survey by HsBc in the 
Asia-Pacific region. According 
to the latest figures available 
with the Reserve Bank of India, 
the total outstanding credit of banks to SMEs in March 2006 
was more than Rs 90,000 crore. SME sector provides 
employment to a large number of people in the country 
and is the largest employer after agriculture. The report 
looks at the road ahead for SMEs in India. 





Currency Future 

THE STEADY RISE OF THE RUPEE 
against the dollar is affecting 
several businesses in the coun- 
try. Allowing derivatives trading 
in rupees could partially help 
set off the losses incurred. The 
government should take a cue from the recently launched 
futures trade in rupees on the Dubai Gold and Commodities 
Exchange. However, sceptics are of the view that it could lead 
to further volatility of the exchange rate of the rupee against 
the dollar. 





E-COMMERCE IS GAINING PACE AT 
a rapid clip. It is likely to 
increase by 150 per cent to 
touch Rs 5,500 crore mark in 
2007-08 against Rs 2,200 crore 

a in the last financial year, says 
ASSOCHAM. The shares of Delhi and Mumbai in the country’s 
e-commerce pie could go up to 30 per cent and 40 per cent, 
respectively, this year. Changing lifestyles, shopping habits and 
the large numbers of people becoming net-savvy are some of 
the major factors driving this growth. 
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BPO's GenVexed 
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Time to Ease Interest Rates 


Too Hot to Handle 


The government and industry aren't doing enough 
to tackle climate change. 


Forex Reserves: A Problem of Plenty 
Southern Comfort 
Top of Mind 


Focus on video resume, and the HTC Touch, a 
new touch-screen Windows Mobile device. 
Policy Watch 

A bird's eye view of what's hot and what's not on 
the government's policy radar. 
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This fortnight's hero is Tamil superstar Rajinikanth, 9 

who's the highest paid actor in the country, well 62 BPO's Young & Troubled 
ahead of his peers in Bollywood. An alarming number of young BPO 
Noted workers are sinking into a world of 


crime, drugs, and promiscuity. It's an 
unprecedented workplace phenomenon 
that's testing their emplovers. 
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Dharavi's revamp attracts more mega-corps. policy changes. Ruia, Maran and Sarin 
Policy Matters 


Cardiff's set in India, but China could steal 
the show. 


-f 82 In the Name 
«€ of the Father 


Maverick entrepreneur Subhash 
Chandra has tossed his son, 
Punit Goenka, into the deepest 
end of the Zee broadcasting 
empire. The 33-year-old is 
beginning to deliver, 

in his own way. 


Soul Searcher 
Bata India is on the mend, but has it left it too late? 


To Tax or to Please? 

CBDT's clarification on taxing shares held is still 
ambiguous. 

Shorts Story 


SEBI is poised to bring back short sales in the 
cash market. 
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103 Telecom's Next 300 
Million 
The number of cellular 
subscribers will have to treble 
in three years if India is to hit 
the target of 500 million by 2010. 


104 The Telecom Paradox 
Until value-added services bec- 
ome more popular, mobile 
phone operators will have to 
bank on cost cuts to grow profitably. 


Ambani vs Ambani: 
The Fight for Gas 
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once again. Does E ` 
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a right over the gas he Mukesh and Anil 
is pumping out? Ambani 
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98 60 Minutes 


Ben Verwaayen, 

Chief Executive, 

BT Group, speaks to BT 
about the evolution of 
the global telecommuni- 
cations market and 
India’s role in it. 
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your house now? 
124 Over to Debt Funds? 
128 The 2008 Tax 
Guide 
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With revenue from voice falling, 
operators need more value-added 
services such as streaming video 
and mobile commerce to keep 
surging. 
115 Waiting to Dial In 
There are several global players 
keen to enter India. Their entry 
will make the market even more 
competitive. Consumers, rejoice. 


JOBS TODAY 

130 Bond-ed Labour 
IT companies are offering job contracts that bar 
employees from joining rivals, vendors or 
partners. Here's how you can steer clear 
of the tangle. 


REPORTER'S DIARY 

139 Operation Singur 
Work on Tata Motors' Rs 1-lakh car plant is 
progressing fast at Singur and the agitation against it 
is slowly petering out. 

141 The Best Companies to Work for in India: 2007 
Inviting entries for our seventh annual survey 
of best employers. 


BOOKEND 


142 An Ode to Consensus 
Can democracy really reduce discord? Arun Maira's 
new book suggests a roadmap for reducing conflict. 


BACK.OF THE BOOK 

144 Celestial Lucre 
It’s economics for most. For others, the future of 
commodities is written in the stars. 

148 Printed Circuit 

149 Treadmill 


150 People 
Starring TCL’s Chandramani Singh; mas- 
ter distiller Peter J. Warren; N. Venkat, 
CEO, Emami; Harman International 
Industries’ Dinesh Paliwal; ABB’s Ravi 
Uppal; and Pangal Jayendra Nayak, 
CMD, UTI Bank. 
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152 Vijay Mallya, Chairman, UB Group. 
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Let the Market Decide 

THERE IS NO NEED FOR THE GOV- 
ernment to intervene or dictate 
what a CEO should get. After all, it is 
the market which determines the 
salary of a CEO. If a person has con- 
tributed significantly to the growth 
of a company/business, then he or 
she deserves the best a company 
can offer. Of course, there will al- 
ways be cases where some CEOs in 
blue chip companies will demand 
and get paid a salary, which is gen- 
erally above the top bracket for a 








particular business/industry. 


D.B.N. MURTHY, through e-mail | 





CEOs Need to Do Their Bit for CSR 
MY VIEW ON ARE INDIAN CEOS OVER- 
paid? (BT, July 1, 2007) is that “if 
the monsoon is good, the harvest 
will also be good”. The issue that 
needs to be addressed is that of cor- 
porate social responsibility, where a 
section of the promoters/CEOs seems 
to be lacking. The industry must 
frame a legislation where a certain 
percentage of the CEO’s salary is 
released for CSR issues. 

UJJWAL BORKATAKI, through e-mail 


Promoter CEOs are Overpaid 
ARE INDIAN CEOS OVERPAID? JUSTIFIES 
that the salaries of our CEOs are a pit- 
tance compared with global CEOs. 
However, what we are overlook- 
ing is that Prime Minister 
Manmohan Singh was referring to 
the salaries of promoter CEOs and 
they cannot excuse themselves by 
saying that their pay package was 
approved by the board, because 
frankly with their major holdings, 
they are the board. Had there been 
a comparable increase in the salaries 
of professional CEOs, it might then 
have been a case of market-driven 
hike for the promoter CEOs. 

DEEPAK GUPTA, through e-mail 


Why the Comparison With the US? 
COMPARING THE SALARIES OF CEOS 


10 BUSINESS TODAY JUNE 15 2007 


in India with that of those in the us 
is not a valid proposition mainly 
because the business ethos is dif- 
ferent in both cases. Indian CEOs 
are without doubt overpaid. No 
matter how stiff a competition 
Indian companies face among them- 
selves or from abroad in recruiting 
or retaining top-level personnel, 
the compensation packages have 
to be drawn keeping in view the 
social obligations of a business. If big 
businesses can contribute towards 
creating social infrastructure by cut- 
ting down on the salaries of the 
top management, the effort would 
be worth appreciating. 

R.K. SUDAN, through e-mail 


Profits should be Equally Shared 

WITH INDIA BECOMING A GLOBAL 
player and one of the largest hubs of 
business for MNCs, the salaries of 
CEOs in India should automatically 
be commensurate with that of CEOs 
in Europe or the us. At the same 
time, the paradox is that the salaries 
of CEOs here are very high com- 
pared with the other employees in a 
company. Now, that is unfair to 
some extent. Everyone in the com- 
pany should get a fair share of the 
profit the company makes, not just 
the top brass. To some extent, the 
owners of the company have a right 


to keep a large share of the profit, 
but one must also realise that the 
profit made was due to the hard 
work of all the employees. 

SYED NASIMUL ALAM, through e-mail 


Second Life in Real World 
LIKE THE VIRTUAL SECOND LIFE ON 
the internet, the businessmen fea- 
tured in Second Life (BT, June 17, 
2007) are living their dream in their 
second innings. Having already se- 
cured financial muscle by selling 
their businesses, they have been 
able to take the plunge once again. 
And the experience gained in the 
first venture will obviously come 
in handy the second time round. 
UPENDRA KUMAR BISHT, through e-mail 


Not Fair to the Farmers 
IN THE GREAT INDIAN GRAIN GAME 
(BT, July 1, 2007), it was disheart- 
ening to learn that the government 
buys wheat from abroad at a price 
much higher than what it pays the 
farmers back home. It makes sense 
to compete with the private pro- 
curers and pay the farmers the mar- 
ket rate. This might discourage the 
farmers from hoarding wheat in 
expectation of a price rise. The up- 
coming spot exchange market might 
provide a solution to the price issue. 
NEEL MADAN, through e-mail 
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We understand that no two businesses are alike. 


We at HSBC believe that however similar two 
businesses may seem, there are always 
important differences between them. For 
instance, one dealer might sell his goods out 
of an upmarket showroom, another could 
achieve the same sales from an online store 
Though these differences are not apparent, 
they influence your banking needs and so we 
individually study and understand them when 
we choose the right banking solutions for you 
Backed by our experience from 150 years of 
banking in India and servicing 2.5 million 
business customers worldwide, we aim to 
advise you on the best financial solutions for 
your company. To know more about how we 
can help your business, sms 'bbanking' to 
6161 or visit www.hsbc.co.in 


HSBC 


Issued by The Hongkong and Shanghai Banking Corporation Limited, India CONTRACT HSB 





FRONIEOF 


Nifty* Your everyday 
guide to India's progress 


India. A land of many cultures and many languages. 
It throws up as many questions as it throws up answers. 

As India gets more globalised - and maybe more 
complex, people are constantly seeking new answers. 
How much has the country progressed? How well is the 
economy doing? The Nifty is the platform on which 
India finds these answers. The Nifty Index is a composite 
of the top 50 stocks listed on the National Stock 
Exchange (NSE). It is a simplified tool, which helps 
investors and ordinary people alike, understand what 
happens in the stock market and by extension, 
the economy. If the Index performs well, it is a signal 
that companies in India are performing well and 
consequently that the country is doing well. 


the economy. 





— 2 


An upbeat economy is usually reflected in a strong 
performance of the Nifty Index. A rising index is also 
indicative that the investors are gung-ho about the future. 
Ups and downs on a short term basis are inherent in stock 
markets. Over the long term however, the index will be 
reflective of the economic trend. 

The Nifty Index is based upon solid economic 
research and is internationally respected and recognised 
as a pioneering effort in providing simpler understanding 
of market complexities. 

The Nifty Index is computed and disseminated by 
NSE, the 4th largest stock exchange in the world in terms 
of trades in the capital markets. 


Stock of the nation 


www.nseindia.com 


* Nifty index can be used by individuals to track market movements and compare performance of individual companies vis-a-vis market 


performance # Shareholders evaluation of management decisions - 


performance of a company vis-a-vis the market generaily reflects the 


perception of the investor B Assist traders and market intermediaries to evaluate performance and sentiments across the market B Index funds 
can replicate Nifty indices to earn market returns B Derivative trading - Investors can use Nifty indices for hedging their exposures in the 
equity markets B Benchmarking NAV performances - Nifty is the benchmark for performance of open ended and close ended funds. 


*Nifty has been used to represent S&P CNX Nifty, owned and managed by India Index Services and Products Ltd. (IISL), a joint venture between NSE and CRISIL. 
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bt editorials 


SHAILESH RAVAI 


BPO's GenVexed 


VERY YEAR, BPOS IN INDIA LOSE ABOUT 40 PER CENT OF 

their workforce. It's the highest employee turnover 
of all BPO markets in the world. In countries that have 
fairly strong labour laws, the median attrition rate is 15 
per cent, and in more liberal markets, it is about 25 per 
cent. Why should BPOs in India have a harder time hang- 
ing on to their employees? Fierce competition in an in- 
dustry that's growing at 50 per cent a year is one big 
reason. But the deeper reason lies in the nature of the 
industry in India—not just in terms of what it does, but 
also who it employs. The median age of a worker in call 
centres is 25, most of them cater to customers overseas 
and, therefore, work during the night, and typically are 
graduates, unlike their counterparts in more advanced 
countries. Finally, a significant part of the call centre em- 
ployees comes from small towns. Various estimates put 
it between 30 and 60 per cent. 

It's an unusual cocktail of workplace ingredients by 
any measure, and the high rate of attrition, as it turns 
out, doesn't quite reveal the malaise that afflicts the 
young workers in this industry. An increasingly large 
number of BPO workers are turning to drugs, crime (not 
just stealing customer data), and disastrous workplace 
relationships due to various reasons. For one, the 
work that they do (especially, call centre agents) is 
mind-numbingly monotonous; if they are not trying to 
sell something to a reluctant customer, then they are try- 
ing to answer a call from one who's worked up enough 
to pick up the phone and dial. So, it's easy to get de- 
pressed, cranky and disoriented (from working night 
shifts months on end). In addition, these 25-some- 
things are people who've suddenly started making de- 
cent amounts of money (based on incentives, it's pos- 
sible for a call centre agent to make as much as Rs 
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What price gas? The government should stop meddling 
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The flip side of call centres: It's not a la-la land out there 


40,000 a month), living away from their families and in 
apartments shared with their co-workers. Several of 
those who come from small towns often feel com- 
pelled to fit in by taking on all the big-city habits that 
are considered ‘cool’ (invariably, smoking, drinking or 
doing drugs). Sometimes, they also misread the rules of 
social engagement—a girl going out with you for a cup 
of coffee or a few drinks doesn't mean that she's in love 
with you and wants to marry you—with unfortunate 
consequences. 

Employers have begun to recognise and deal with 
the problem. There is in-house counselling available at 
most of the big BPOs. Perhaps, these are just the teething 
troubles of a young industry. But the sooner the BPos— 
and parents—deal with this phenomenon the better. 
Otherwise, we run the risk of creating a generation of 
young workers that is deeply troubled. 


Too Many Cooks 


N THESE TIMES OF DEREGULATION, THERE ARE FEW 

businesses left where government significantly dete- 
rmines profits; the oil and gas exploration can certainly 
be counted for one. However, its approach towards 
RIL's gas business is entirely unjustified. It is not ap- 
proving the price at which Reliance Industries (RIL) 
plans to sell gas in the domestic market on the grounds 
that the existing lot of large consumers are primarily 
in the government fold—power and fertiliser units. 
And, they will end up paying a price, close to twice the 
average existing price. So, what should have been a 
simple exercise—ensuring that RIL does not undertake 
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transfer pricing mechanisms (when it sells to its con- 
sumers) to depress government's share of revenues— 
has become complicated, with the fertiliser and power 
departments voicing their concerns both at the bu- 
reaucratic as well as political level. This amounts to 
abuse of power by the departments—at best, they 
can advise companies in their respective sectors, no 
more. After all, when power major NTPC feels that the 
price quoted by manufacturing major BHEL is on the 
higher side, it negotiates directly with the company, and 
does not approach its parent ministry, the power 
ministry, for remedial measures. 

Evidently, what should have been a simple com- 
mercial issue now has political overtones. Worse still, 
business rivalries are being encouraged—why should the 
establishment patiently hear out Anil Ambani's take on 


RIL's gas price? After all, Ambani Jr is, for the moment, 
only a potential consumer, since his contract with RIL for 
supply of gas is sub judice. 

Here's where the government intervention should 
cease: If RIL is not able to extract the price quoted to the 
government from consumers, then, the government 
must insist that its share be based on the declared price, 
no less. As regards the consumer's woes, or other legacy 
issues relating to past contracts that RIL is signatory to, 
the legal system alone is the forum for redressal. 

Yes, the government owns the gas, and to that 
extent, it should ensure that the contractor (in this 
case, RIL), extracts the natural resource efficiently. 
Anything more, and the ripple effect of its interference 
could well blunt investor interest in the oil and gas 
business in the country. 





Time to Ease Interest Rates 


HE INFLATION MONSTER IS FINALLY SHOWING SIGNS OF 

weariness. After touching a peak of 6.7 per cent in 
January 2007, the wrt-based inflation rate has plunged 
to 4.28 per cent in June. This means the inflation rate 
is now on course to stay within the 5-5.5 per cent 
band projected by RBI for the year. The question that fol- 
lows is: will this nudge central bank Governor Y.V. 
Reddy back towards the softer interest rate regime 
that was discarded in September 2004 when soaring 
crude prices played havoc with inflation and interest 
rates the world over? 

There is a strong economic rationale for such a 
directional change. Though the economy has been 
growing at over 9 per cent, the successive increases in 
interest rates to check the “overheating” in the economy 
are already beginning to moderate the growth rates in 
several sectors—real estate, automobiles and retail bank 
loans, three sectors that largely fuelled the consumption- 
led boom in the country, are exhibiting signs of tiredness. 
If this trend continues—and, worryingly, gathers 
momentum—then the $500 billion (Rs 20.5 lakh crore) 
in capex, or, at least a significant portion of it, that Indian 
and foreign investors have committed over the next 
5-7 years, will become uncertain. 

Any slowdown in India’s growth momentum, and, 
consequently, planned investments, will be nothing 
short of disastrous. The quantum of investment men- 
tioned above is critical both to bridge the infrastructure 
deficit that is constraining growth and to address the 
supply side issues that are fuelling inflation. Without it, 
the Indian economy will find it difficult to make the 
transition to the next level. 

But RBI's single point agenda of containing inflation 
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Not in anybody's interest: Reddy needs to change tack 


seems to have made it oblivious to this argument. 
Several economists have argued—and Business Today 
agrees with them—that the country can live with the in- 
flation rates that were prevailing till a couple of months 
ago, if they are simultaneously accompanied by growth 
rates of 8-9 per cent-plus. 

The central bank’s strategy of containing the price 
rise by squeezing demand out of the system may help it 
in its immediate battle, but it risks throwing the baby out 
with the bath water. It has taken 15 (often) painful years 
for the economy to get to its current inflexion point. 
Our fervent plea to Dr Reddy: don’t throw away the 
opportunity at the altar of populism. 8i 


Too Hot to Handle 


The government and industry aren't doing enough 
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Can such scenes be avoided? Yes, if the government gets its act together 


rising instances of natural catastrophes... these are all the result of 

global warming and the resultant climate change. Most guns may be 
trained at the US, which, for long, has refused to participate in cleaning up 
the environment, but India, as one of the fastest developing countries, is 
also feeling the pressure. The government has traditionally taken the 
stand that “the polluter pays”; the logic: the developed world, which in- 
dustrialised earlier than India and other developing nations, was the 
worst offender, and so should take primary responsibility for cleaning up 
the mess. However, this argument is Increasingly losing its relevance. Says 
Leena Srivastava, Executive Director, The Energy and Resources Institute 
(TERI): “Climate change does not understand politics. We are as vulnera- 
ble as any other country.” 

There are serious economic implications—the loss to the country's agri- 
cultural potential is estimated at 30 per cent. "So, it is in India's interest to make 
sure that global negotiations lead to a curbing of global warming," says William 
R. Cline, Senior Fellow, Peterson Institute for International Economics and 
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The fortnight's burning question. 


SHOULD THE RESERVE 
BANK OF INDIA INTERVENE 
TO STOP THE RUPEE FROM 
STRENGTHENING 
FURTHER? 


Our view is that the central bank 
should intervene at the earliest 
to check the rupee from appreci- 
ating any further against the US 
greenback as it is beginning to 
hurt the competitiveness of 
n exports. 


No. lo. Rajesh Mokashi, Executive 
Bouin Care Ratings 

It is quite clear that the country is 
gradually moving towards full 
Boe ems 
. Scenario, | feel there can be very lit- 
7 tle room or justification for inter- 
vention in the currency market by 
the Reserve Bank of India. 


laybe. Aditya Puri, 
MD & CEO, HDFC Bank 
When foreign inflows come into 
the country, the central bank 
can either let it go into the 
market or step in to buy the 
dollars. If RBI buys dollars, it 
creates liquidity that has to be 
mopped up or else fuels inflation 
and puts pressure on interest 
rates. If it doesn't buy dollars, 
the rupee appreciates. As things 
stand today, | feel there is 
definitely an issue if foreign 
inflows keep rising in future. 

COMPILED BY ANAND ADHIKARI 
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RANDHEER 


the Center for Global Development in Washington, Dc. 

But, the country doesn't seem to have a cogent and coherent pos- 
ition on climate change. Srivastava believes that there should be “what 
if" scenario planning down to city levels. This should then inform 
the choices that we make in terms of the new infrastructure that we 
build. The government, as usual, is doing too little too late. It was 
only earlier this year that it proposed the setting up of an expert com- 
mittee to work out the necessary measures to counter the threat. 
Given the slow response times in public policy decisions and the pace 
at which climate change is occurring, India is in for tough times. 

The situation is grave for India Inc., too. The key risk to it will 
come from volatile energy prices. One of the easiest things Indian 
companies can do is to improve energy efficiencies. According to the 
Integrated Energy Policy, a 25 per cent improvement in efficiency 
is technologically and commercially possible. A small beginning has 
been made; and several companies are participating in the Clean 
Development Mechanism, which is an arrangement under Kyoto 
Protocol by which developing countries can gainfully participate in 
the efforts of the industrialised nations to reduce their greenhouse 
gas emissions. *Indian businesses have been quick to see the opp- 





The Heat is on 
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ortunity that climate change brings, and many businesses have res- 
tructured their operations so as to be able to generate carbon cred- 
its for emissions trading in the international markets,” says Deepak 
Asher, Director, Gujarat Fluorochemicals, one of the early partici- 
pants in the CDM project. 

But environmental experts say that Indian companies are foc- 
ussing mainly on low-hanging fruit. “There has to be a mindset 
change—from worrying about current costs of production to look- 
ing at the long-term sustainability of that process,” says Srivastava. 
“Indian companies have to change if they want to be global players,” 
adds R.K. Pachauri, Director General, TERI. That does not seem to 
be happening. ASSOCHAM President Venugopal Dhoot points out that 
in the short-term, the ball is in the government’s court since the reg- 
ulatory scenario for climate change efforts will determine the cor- 
porate response. “The easiest measure to adopt is rationalisation of 
energy pricing,” says Pachauri. India’s energy pricing, with all the att- 
endant subsidies, is one of the most skewed in the world. 

So while industry waits for the government machinery to get its 
act together, the social and economic costs of this procrastination 
keep mounting—inexorably and towards a crisis point. 
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Q&A 
“One has to be 
Patient Here” 


FA ISAAC I$ ONE OF THE LEADING 
providers of decision management 
solutions in tbe world and is present in 
80 countries. Mark N. Greene, 52, 
CEO, recently discussed his plans with 
BT's Rahul Sachitanand. Excerpts: 


How competitive is the market Fair Isaac 


. operates in? 


It is becoming more competitive, but 
we're seen as the pioneer in this space. 
Traditional business intelligence is rear- 
view looking; if you ask a question of 
it, it will tell you “who were my most 
profitable customers". The segment 
we operate in, called enterprise data 
management, gives you a more pre- 
dictive sense of a market. 


Why has Fair Isaac struggled to grow over 
the last couple of years? 

The market is growing at 10-12 per 
cent, but our growth has been nearly 
flat. When I came aboard, I learnt 
quickly that while we have good prod- 
ucts, people and a strong customer 
base, we don't have good sales, mar- 
keting and customer service and that 
we had stopped listening to customers. 
I aim to change that. 


How important is India to Fair Isaac? 
We already have blue-chip clients such 
as ICICI here; we expect the list to 
grow. But one has to be patient with 
developing markets. Fair Isaac also 
has a software, services and analytics 
centre in Bangalore, where it employs 
300 people; we expect that number 
to grow. 
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Forex Reserves: A Problem of Plenty 


HOW TO UTILISE 
THE FOREX RESERVES 


OREIGN EXCHANGE RESERVES 
bs the Reserve Bank of India 
(RBI) have swelled to over $200 
billion (Rs 8.2 lakh crore). This is 
leading to a higher supply of 
money and is stoking inflation. 

So what’s the solution? There is 
a proposal to borrow $5 billion 
(Rs 20,500 crore) from the coun- 
try's reserves to fund infrastruc- 
ture projects. Says T.K. Bhaumik, 
Chief Economist, Reliance 
Industries: "The government 
should earmark about 10 per cent 
of the forex inflows for infra- 
structure development." But, cau- 
tions Subir Gokarn, Chief 
Economist, CRISIL: "Foreign exc- 
hange reserves cannot be a panacea 
for our infrastructure problems as 
the commercial viability of many 
sectors is suspect." 

Economists feel that the gov- 





ernment should use its massive res- 
erves to move swiftly towards full 
capital account convertibility. Says 
Gokarn: "Earlier, there were con- 
cerns that the banking system 
would not be able to cope with a 
sharp outflow of funds. But now, 
there is a more compelling argu- 
ment to free up the whole gamut of 
transactions." Adds Siddhartha Roy, 
Economic Adviser, Tata Group: 


Southern Comfort 


OUTH OF THE VINDHYAS IS 
S anii out to be the dream 
destination for every consumer 
durables company in the country. 
"Traditionally, the gap between 
markets in the south and the north 
has been quite high. However, this 
has narrowed and the southern 
market is now showing a very 
strong demand for tech-oriented 
consumer durables like flat Tvs, 
LCD Tvs and split ACs,” says 
R. Zutshi , Deputy MD, Samsung 
India Electronics. The region acc- 
ounted for 37 per cent of the sales 
of its flat CTVs in the January-May 
2007 period; the north and the 
west accounted for 27 per cent 
and 21 per cent, respectively, while 
the east accounted for the rest. At 
rival LG Electronics India, too, the 
south has overtaken the north as 
its most important market—the 
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region accounted for 33 per cent 
of sales during the January-May 
2007 period compared to 32 per 
cent in the north and 22 per cent 
in the west. 

Says Girish V. Rao, vr (Sales 
and Marketing), LGEIL: "Southern 
and western consumers have shown 
a preference for premium prod- 
ucts. Also, they are more technol- 
ogy-focussed and have high dis- 
posable incomes. Thus, the region 
is a major growth driver for all 
products." The story is the same 
at Videocon. Says Sunil Mehta, Jt 
President, Videocon Industries: 
"The southern markets have higher 
value realisations. The north, on 
the other hand, has seen volumes 
growth. Also, penetration in the 
south has improved following the 
Tamil Nadu government's decision 
to distribute free television sets." 


KESHAV RAJ 


“If we become more market- 
oriented, there won't be an unn- 
ecessary accumulation of reserves." 

Some economists also feel that 
India should follow China's exa- 
mple. China, which has foreign 
exchange reserves of $1.2 trillion 
(Rs 49.2 lakh crore), has recently 
firmed up plans to invest $3 billion 
(Rs 12,300 crore) in US private 
equity firm Blackstone. China has 
also used its forex reserves to 
recapitalise banks by replenishing 
their equity capital. Says Bhaumik: 
“The RBI could consider such 
measures for weak banks on a 
case-to-case basis." 

But RBI and policy planners 
are still intent on falling back on 
age-old methods from another 
era—and choking investments and 
demand in the process. 

RISHI JOSHI 








Dream destination: Markets down south 


Another reason for the spike 
in sales is the presence of retail 
infrastructure. “Organised retail 
chains such as Viveks, Jainsons 
and others have a far greater 
presence here than elsewhere,” 
says Anoop Kumar, President, 
CEAMA (Consumer Electronics & 
Appliances Manufacturers 
Association). 

SHAMNI PANDE 
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Fuelling the Boom 
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a c | | IP index “Source: Ministry of Statistics 
and Programme Implementation 


STATUS: 255.90 in April 2007, a rise of 
| 14 per cent compared to the April 
"m 2006 figure of 225.3. 
| | > new Tee IMPACT: Riding piggyback on the man- 

ufacturing sector, the index of industrial 

production (IIP) has been on an 
> candida’ ร ` rZ ' : upswing. This augurs well for the econ- 
mening hafra cs »nnic £ omy as industrial activity not only gen- 
° i erates employment, but also increases 
the country's gross domestic product. 


How the Competition 
Stacks up 
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What is it? The HTC Touch, a new touch- 





screen Windows Mobile device from Taiwanese = 
manufacturer HTC. e =. 
How does it work? HTC's TouchFLO tech- a ° 5 
nology is a software layer that resides on top 18.30 = | n 
of the Windows Mobile 6 operating sys- Mer 
tem that activates the menu from which one 

Russia Brazil India 





can choose a range of options. | ธะ 
I Oil reserves in billion barrels 


No. of years in which reserves will be used up 
Source: BT research 
STATUS: 5.8 billion barrels. 
IMPACT: Not only are the country's oil 
reserves totally inadequate, they are 
also expected to last for only another 
18-20 years. If the current rate of su- 
per growth continues, India will have 
to urgently look for alternative energy 
sources like natural gas in a big way. 


COMPILED BY ANAND ADHIKARI 


Is it as cool as the iPhone promises to be? 
If we believe what Steve Jobs tells us, then 
the answer is no. The HTC Touch still 
requires a stylus to type e-mails and text 
messages. Remember, this is a Windows 
Mobile device; so, it's a fair bet that 
this phone will be doing a lot of both. 


How much does it cost? Rs 19,990 
and it is available only on Airtel. 





KUSHAN MITRA 
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P-WATCH 


A bird's eye view of what's hot and what's 


not on the government's policy radar. 





LICENSING RETAIL? 


Ta LEFT IS AT IT AGAIN. AFTER 
successfully bullying the gov- 
ernment into fixing norms for 
Special Economic Zones (SEZs), it 
now wants the government to 
license the retail in groceries, fruits 
and vegetables, ostensibly to pre- 
vent corporate monopoly and to 
protect the interests of the neigh- 
bourhood mom and pop stores. 
While retail outlets with a floor 
area in excess of 10,000 sq. ft may 
have to go in for a licence, those 
with an area greater than 50,000 
sq. ft may be forced to operate 





Power point: The State may reassert 


markets regulate retailers,” says 
Nilotpal Basu of the CPI(M), “so why 
should India be any different?” In 
fact, the party has already suggested 
a population-based criteria on 
which licences should be granted. It 
further proposes that the licence 
granting authority should have rep- 
resentation from local shopkeep- 
ers' associations and even street 
vendors. While this will be a major 
setback to the plans of corporate 
groups like Bharti, Future Group 
and Reliance Industries, it will also 
not augur well for farmers who 


receive less than half the retail price because of ineffi- 
cient supply chain linkages, which account for annual 
losses of Rs 1,00,000 crore. 


from specified areas outside the main city. In fact, the 
Ministry of Urban Development has reportedly 
already finalised zonal plans for the same. 

AMAN MALIK 


"All countries with developed organised retail 


BETTER DEAL FORLAND OUSTEES 


NDER FIRE FROM THE OPPOSITION AND THE LEFT, THE 
government is considering a comprehensive reset- 
tlement and rehabilitation (R&R) package for people 
displaced by SEZs. The said package will include an 
amendment to the 

Land Acquisition Act, 
bate a rehabilitation policy 

พ GoM considering improved ver- and a rehabilitation 
sion of existing policy law currently being 

m Finance and Rural Development worked out bv the 


ministries in a logjam over com- ม ร ร เช ต ร of Rial 
pensation-related details เว แค ด ไฮ เอ ตะ. Bat dif 


ญู oaan m mue ferences of opinion 
3 persist within the 


acquisition : 
appointed Group of 
Ministers (GoM) over the method of calculating com- 
pensation; the Finance Ministry and the Ministry of 
Rural Development are at loggerheads over the issue. 
The latter has also suggested that the government stay 
away from directly acquiring land for sEZs. Also under 
consideration is the setting up of an Independent tribu- 
nal for out of court settlement of disputes. 
RISHI JOSHI 
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DELINKING COAL 


NDIA'S COAL MARKET LOOKS SET 

for a major overhaul. A court- 
appointed committee of the 
Union government is consider- 
ing a draft policy that will change 
the way the government allo- 
cates the 385 million tonnes of coal produced annu- 
ally to various sectors and potentially end the hierar- 
chical system of linkages being followed now. The 
policy, due to be finalised by the end of June (and 
then taken for Cabinet approval by Minister of State 
for Coal Dasari N. Rao), will, however, continue to 
prioritise regulated sectors such as power and fer- 
tilisers over unregulated sectors like cement and 
steel. While Coal India (CIL) will meet 90 per cent of 
the demand of the former, it will be required to meet 
only 25 per cent of the latter's demand. The recom- 
mendations also include the setting up of an e-mar- 
ket to allow suppliers and consumers to settle on 
coal prices, which currently hover in the range of Rs 
400-2,000 per tonne (up to 30 per cent below inter- 


national prices), in sync with global market rates. 
AMAN MALIK 
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Promise what we deliver. 






Deliver what we promise. That's 


certaint 


» 





Critical situations. Ruthless competition. Unforgiving customers. Thankfully you can be absolutely 
sure of your IT solutions with Tata Consultancy Services (TCS). As one of the world's fastest growing 
technology and business solutions providers, TCS has built a reputation of delivery excellence based 
on world-class IT solutions that are on time, within budget and consistently deliver superior quality. 
So, it comes as no surprise that we pioneered the concept of the Global Network Delivery Model. 
Developed Innovation Labs and Solution Accelerators. Achieving a level of delivery excellence 
that provides greater value to our customers and is the industry benchmark. Enabling our clients 
to experience certainty. 


TATA CONSULTANCY SERVICES 
Experience certainty. 


IT Services * Business Solutions * Outsourcing 


To learn how your business can experience certainty, visit www.tcs.com 


HP recommends Windows Vista® Business. 


ARE G00) FoR BUSINESS. 


HP Business Desktops generate less heat, 
for a comfortable workplace. 


Certain Windows Vista product features require advanced or additional hardware. See http://www.microsolt.com/windowsvista/getready/hardwarereqs.mspx ar 
http:/ /www.microsolt.com/windowsvista/getready /capable.mspx for details. Windows Vista Upgrade Advisor can help you determine which features of Window 
Vista will run on your computer. To download the tool, visit www.windowsvista.com/upgradeadvisor Intel, Intel logo, Intel Inside, Intel Inside logo, Pentium and Pentiu 
Inside are trademarks of Intel Corporation in the U.S. and other countries. Microsoft and Windows are U. S. registered trademarks of Microsoft Corporation. Windov 





| 
The HP Compaq dx2700 Desktop PC, powered by the Intel® Pentium? D Processor, offers superior technology and innovation to 
ensure that it releases less heat as compared to a regular PC. Not just that, this desktop PC and in fact the other HP Business 
Desktop PCs too, offer a host of advantages that are sure to have a positive impact on your business. 


resistant and safe - All HP PCs are UL (Underwriters 
Laboratories) certified. UL is a world-wide standard thot ensures that 
products (and their components) carrying the certification meet rigorous 
safety standards with the result that consumers live in a safer environment 
than they would have otherwise: (www.ul.com) 


Low level of radiation - All HP PCs are FCC (Federal 
Communications Commission) certified. FCC is a US body that ensures 
Ihe level of radiation emitted by the certified product is below levels that 
can be injurious to humans under prolonged use. Due to the universality 
of this requirement, FCC has now become o mandate in o lot of 
government, military and other commercial organisations. (www.fcc.gov) 


ed noise levels - The noise level generated by a PC is often a 
quick indicator of the quality of the components used and the superiority 
of the design implemented in it. As an analogy, its like when o car starts 
making more noises, it needs servicing. HP PCs are designed, so that the 
noise level does not exceed 27 decibels (less than a whisper). 


j for Indian conditions - Power supplies are often 
อ อะ ส ง ล por of a PC. Especially in Indian 
conditions, where voltage fluctuations are a part of everyday life, it is 
mportant for the power supply to be surge and spike resistant fo a high 
yes Al TC cone wth a suge loon poer pg ond cen 

(like d290 and dx2280) can toke spike voltages upto 490V; much 

nigher than the indusiry standards. 

M sete - Each PC generally carries 2-3 fans for 


: fans operate independent of each other ond in variable speed 

de, so that the heat generated is always kept under control, while 

wer draw is also optimised. This feature is available in all HP desktops 
feature HP BIOS. 


hard disk technology - After power supplies, 

> next most vulnerable component is considered to be the hard disk. 
.M.A.R.T (Self Monitoring Analysis and Review Techniques) is a 
ichnology that has been innovated by HP along with other industry 
ayers like Seagate to preempt hard disk foilures, that result in time and 
ata loss. All HP desktops come with S.M.A.R.T Ill hard disks which 
onitor the entire hard disk periodically for bad sectors - and when this 

eds a threshold limit, issues a warning to the user that the hard disk is 
able to fail. This gives ample time to the user to take a backup and in 
ertain models (like the dc7600), based on this alert, HP triggers off a 


"M 


Corrosion resistant - One often neglected area ol PC design is how 
resistant the PC chassis is to corrosion. This is a problem thot is especially 
acute in coastal areas. One of the proven ways to ge! around this issue is 
by getting the chassis salt-spray tested. This is a test that is prevalent in the 
paint industry and associated with high-end testing. All HP PC chassis ore 
salt-spray tested. 


Robust handling of increasing thermal requirements - 

Thermal heating within desktops is one of the biggest concerns of PC 
manufacturers. HP R&D has taken specific steps to address this issue. 
Variable speed fans detailed earlier is one such measure. HP BIOS also 
ensures that if heat generated inside the machine exceeds specified limits, 
a thermal warning in the form of a beep is given out. If ignored and the 
heating continues, the desktop issues long beeps as a warning. If the 
warning is still not heeded and the machine continues to heal up, the 

HP BIOS will auto-shutdown the machine so that no permanent damage 
to components occurs. 


Intelligent prevention of memory theft - Pillerage from computers 
is a problem that many system odministrators face. This has direct impact 
in terms of increasing costs of ownership and maintenance for some of 
our customers. Certain HP desktops have a value-added feature lo tackle 
this by means of memory change olerts and remote chossis locking. Also, 
manageobility softwares that help in asset tracking ore given free with 
some of our higher-end desktops. 


Lower cost of maintenance - The cost of buying ๓ PC has been 
demonstrated by Gartner and other consulting organisations as typically 
less than 30% of the money that a customer spends on it over its lifetime. 
The other areas where the costs hit are maintenance, updates, upgrades, 
pilferage and failure diagnosis and rectification. HP PCs (dx5 150, 
dx7200, dc7600) typically build in a slew of features to address this issue: 
* Toolless design 
* Colour coding of different components within the desktop 
* Auto-diagnostic LEDs in the front that help in speedy diagnosis 

of problems 


Green PCs - All HP products are now RoHS (Reduction of Hazardous 
Substances) compliant. This implies that all the individual components 
used in HP desktops are bio-degrodable and totally harmless. 

While this is not a statutory requirement as of now in Indio, as a 
responsible corporate citizen, HP has chosen to be totally RoHS compliant 


O] 


For more information, 

SMS BPCO! io 4646 

and we'll contact you within 24 hours 
Call 1800 11 2299 


Click hp.com/in/personal 
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TALE BEARER 


TATA'S ‘POWER’ E 
EXERCISING BRAND POWER TO BEAT 
down the lender's rate is gaining 
strength in India. Recently, Tata 
Power, which is in the process 
of financing its 4,000 MW, 
Rs 16,000-crore Mundhra project, 








turned away Indian lenders since 
they were not willing to reduce 
the interest rate on the loan, 
based on the Tata brand and its 
creditworthiness. The business 
loss was not ordinary, since the 
loan component is a staggering 
Rs 10,000 crore. 

BC 


ADVISOR SPEAK 
ANIL AMBANI NEVER SHIES AWAY FROM 
offering advice. Last week, after 
making an elaborate presentation 
to Power Secretary A. Razdan, 
which advised him and the power 
ministry against supporting the 
gas price put forth by his elder 
brother for the power sector, 
Ambani Jr walked up to NTPC 
Chairman T. Sankaralingam and 
advised him on the latter’s pro- 
posed public issue. The NTPC 
chiefs main reason for the float 
was that the NTPC stock had got- 
ten illiquid in the retail segment. 
His advice: woo the existing lot 
of retail shareholders by offering 
them a discount in the new issue. 
Having offered his advice gratis, he 
quipped, ^you don't need to hire a 
banker for this." 





BC 
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INVASO 9 ห แจ จ ง พา 


CANTHELEFT'BANK'ELSEWHERE? 


N A SEASON THAT IS AWASH WITH PUBLIC OFFERINGS, THE OVERWHELMING 
Lani response to the recent follow-on public issue by Icici Bank 
stands out for more reasons than one. First, the mop-up is a perfect 
response to the changing market dynamics where banks are forced to pur- 
sue business in choppy waters—by continuing to lend to risky sunrise sec- 
tors like real estate and retail. They need funds for this as well as to provi- 
sion for the increased attendant risks, as mandated by the regulator. For 
ICICI Bank, this growth route will, in all probability, improve its net inter- 
est margin (NIM)—the difference between the interest rate charged on 
loans and the interest paid out on deposits. ICICI Bank's NIM stands at 2.6 
per cent, about 1 per cent lower than the industry average of around 3.5. 
Further, the additional capital will also help fend off the vagaries that RBI's 
monetary policy imposes on the banking system—of 
late, in its attempt to combat inflation, RBI has 
been stemming credit flow, which, till 
recently, was rising at over 30 per cent per 
annum, by increasing the cash volume 
that the banks need to park with it. 

Unfortunately, iCiCI's public sector 
counterparts, who dominate 70 per 
cent of the lending business, don't ` 
enjoy this luxury much as they would 
like to. This, since a good number of 
them don't have much room to dilute 
equity and yet remain within the govern- 
ment fold. Take the case of SBI, the coun- 
try's largest bank, in which RBrs holding 
(which will shortly be transferred to the govern- 
ment) is close to 59 per cent. In fact, in the medium term, this predica- 
ment could well have disastrous consequences—PsBs will turn risk-averse 
and settle largely for zero risk government securities, because there is no 
incentive to widen the net and develop a large portfolio of small ticket 
risk-laden loans, which need to be provisioned for. 

So, why not privatise public sector banks? Unfortunately, the govern- 
ment's allies, the Left parties, are not willing to blink for ideological rea- 
sons, and so have forced the government to consider less effective 
options—merging banks that have more equity headroom than those 
with less (Canara Bank and Dena Bank, for instance) or lure the market 
with non-voting shares that offer more dividend than those offering 
voting rights. While both these methods have not been tested, the third, of 
allowing banks to access Tier ii capital (bond market), has its limitations. 

There is, however, one other option that offers the best deal for Psps— 
government infuses capital to enable it to keep accessing the equity mar- 
ket. Surely, the Left parties will not object since it will provide the PSBs a 
level playing footing vis-a-vis the private sector banks. But, for this to hap- 
pen, it will have to go easy on its other demand—government funding in 
social sectors, for the exchequer's kitty is limited. The Prime Minister 
should offer them a choice. 












BALAJI CHANDRAMOULI 


It'S simple. 
If she breathes easy, we do. 





TS nu 35 * Qiao AU IE ฯ 


Life on earth is conducive not with just oxygen but with delicate mix of gases. 
As we keep improving our lifestyles, we tend to disturb the very life forces. 
Lets ensure not to harm our Mother Earth. For, in an atmosphere, where 
Safety, Health & Environment [ SHE ] is cared for, SHE takes care of us. 


AMAA. 
+ pricol + 


better ideas for a better planet 


7 FACTORIES + 63 PRODUCTS + 4600 PEOPLE 


pricol limited # 702/7 avanashiroad coimbatore 641 037 india 
phone +91 422 4336000 fax +91 422 4335299 email city@pricol.co.in website www.pricol.com 


+ Instrument Clusters & Gauges + Sensors & Switches + Oil Pumps + EGR Valves & Engine Parts + Disc Brakes 
+ Fleet Management Systems + Remote Keyless Entry & Immobilizer Systems 
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RAJINIKANTH 





Tamil superstar Rajinikanth: King of hearts 


T IS RARE FOR A FILM STAR TO BE FEATURED IN THESE 

columns. But, Tamil superstar Rajinikanth is no 
ordinary film star. The highest paid actor in the 
country, his pay cheque per movie, at Rs 25 crore 
plus a share of the revenues, puts him well ahead of 
his peers in Bollywood. 

When his latest film, Sivaji-The Boss, hit theatres 
across the world on June 15, fans queued up 
overnight for the first show in Chennai at 5.30 in the 
morning. In Malaysia, which has a large Tamil pop- 
ulation, crowds went berserk when there was a 
delay in screening the movie. His movies are dubbed 
for the native audience in Japan, and he also has a 
large following among NRIs in the US, the UK 
and Canada. 

There are no easy explanations for the popularity 
of this balding, dark, 57-year-old grandfather, fondly 
called Style Mannan by his legion of fans. Shivaji Rao 
Gaikwad, who morphed into Rajinikanth, is a 
Maharashtrian who grew up in Bangalore and 
worked as a bus conductor before embarking on his 
acting career. He is the ultimate superstar if box office 
collections are along the barometer. His last film, 
Baba, was dubbed a failure because it grossed 
“only” Rs 20 crore. Most other actors would give an 
arm and a leg for such collection figures. What 
endears him to the industry fraternity is the fact that 
when some distributors lost money on Baba, he 
reimbursed them. 

How's this for a business model? If the movie is 
a Success, distributors make money, but if it incurs 
losses, they get reimbursed. Little wonder then that 
producers, directors and distributors love him. 

VENKATESHA BABU 


JULY 15 2007 





NUMBERS OF NOTE 


$ 1 อ 5 billion (Rs 6,150 crore): The amount 
Citigroup Venture Capital International will invest in 
India over the next three years 


300 million: The number of people worldwide 
who are now accessing the internet using fast 
broadband connections 


1 1: The number of chocolate, chewing gum and 
sweet factories that Cadbury Schweppes plans to 
close around the world over the next four years 


Rs 1 , 1 7,000 crore: The current GDP of 


Delhi. This is projected to grow to Rs 1,75,000 crore 
by 2010 


1 5. 1 per cent: The growth recorded by the Indian 
manufacturing sector in April 2007, up from 11 
per cent in April 2006 


$333 billion: Funds mobilised by developing 
countries from international markets in 2006 


$ 54 billion (Rs 2,21,400 crore): Estimated value 
of the global KPO market 


3/7 per cent: The rate at which the Indian organised 
retail sector is expected to grow this year 


4, 1 20 MW: Current power production capacity 
of nuclear power plants in India 


Around 13,000. The number of movie 
screens in India, compared to 65,000 and 36,000 
in China and the US, respectively 


7 ]. Number of listed Indian companies with $1 
billion (Rs 4,100 crore) in annual sales, up from 29 
five years ago 


2 1 2 million: Total number of telecom subscribers 
in India till the end of April 2007. Of this, 171 million 
are mobile phone users. The government has set a 
target of taking this figure to 250 million by the 

end of 2007 


132.7 million: The number of E 
cases of beer, worth Rs 10,000 
crore, consumed in India in C 

2006-07 
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73 In a country of over 1.1 billion people, it's 
Zo Wnot surprising that one has to queue up for 
w 4 almost everything. But do people love their 


neighbour | oe the queue? Apparently not. 


71 Compiled by T.V. Mahalingam 








^| The Big Picture 


of all respondents are 
abo becoming less patient 
about queuing up. 
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Non eee anetar | in Asia 


HR transformation —recreating or reinventing the HR function with the specific intent of enhancing its contribution to business—is the dominant force of change 
across Asia, says Mercer Human Resource Consulting. A total of 618 HR professionals representing 11 countries responded to the study 


Initiatives implemented during HR transformation Top human capital challenges 
lalent development for HR staff 68 Decentralisation Very Important Somew 


=a. ธร ร เร ชะ Important import; 


Changes in rewards for HR staff HRIS* audit 41 Implementing people changes 6 
Xm i: แ 0 0 HC metrics 


Review or new HRIS* Designing new HR delivery strategy Constraints on headcount 


b 
f 
51 53 Increasing workforce productivity 8 
F — : | ; Increasing line manager s capability to handle 8 


HR staff attraction and retention m HR function assessment T" | people management responsibilities 
เธ Ew | ESSERE F | Succession planning 9 


Outsourcing T Customer needs แจ ร ม ร ะ เป น 44 | Driving cultural and behavioural change in the 


| Ofganisation 
เณ ร 0 เล ๓ S TD 


| Building leadership capabilities 18 
Redesign of HR processes 59 New HR structure 38 | Retaining key talent 19 


LSS 8 e PENETER | Acquiring talent/lack of talent 2] 


Planned over next 12 months [Completed "Human resources information system Figures in per cent | Figures in per q 
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[he residents of Mumbai (96 per cent) and Chennai 
(84 per cent) had the least patience with long queues 
n Kolkata, the corresponding figure is 82 per cent and 
per cent. Delhiites were the most 
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Queue Busters 
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Numbers add up to more than 100 per cent 
because of multiple choices 


The human resource function in companies across the world is 
continuing to shift its focus from enhancing internal operations to 
maximising contributions to business performance. Globally, half 
of nearly 1,400 respondent organisations were in the midst of 
transforming their HR functions. 

in Asia, the number of companies claiming to have completed their 
HR transformation has increased four-fold since the last study in 
2003. and the number of HR roles that report directly to the chief 
executive has doubled since 2003. 

Building talent, as opposed to buying talent, is increasing among 
HR professionals in Asia. 


Aithough HR leaders are increasingly viewed as strategic business 
partners, 70 per cent of their time is still devoted to traditional 
activities such as record-keeping, compliance and delivering 
services. 

Forty per cent of survey respondents regarded human capital strategy 
as the current principal function of HR, whereas 64 per cent expected 
it to become the key function within two to three years. 
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“Our TV screens are awash with India's 
success. India is booming, shining, emerging, 
flourishing. But let's not forget that India is 
also home to 300 million poor people” 

Gareth Thomas, UK Development Minister, in Mint 


“What I do is what (Donald) Trump or 
(Richard) Branson do. I use myself as the 
brand ambassador for my businesses" 
Vijay Mallya, Chairman, UB Group, in he Wall Street lournal 


*Industrialisation cannot be achieved without 
the help of capitalists like the Tatas” 
Prakash Karat, CPI(M) General Secretary, m Hindustan Limes 


“I see myself much more as a coach than a 
player going forward" 

Terry S. Semel, Chairman and CEO, Yahoo!, m a conferen 

call after stepping down from tbe position of Chief Executun 


I [he New York limes 


“Our real threat emanates from private banks 
like iCcici Bank and HDFC Bank and foreign 


banks, which are making fast inroads into our 


market share. They are now entering areas like 


sME and agriculture where we have been 
traditionally strong" 
K.C. Chakrabarty, Chairman, Punjab National Bank, เห 


Ihe Economic Times 


“We will be part of this competition" 
Carlos Ghosn, CEO, Renault and Nissan Motors , on the compart) 
car, m Mint 


plan to compete against Tata Motor s Rs 1-iakh 


“More people bought more magazines in 


2006 than at any point in the last two decades. 


[t proves that the habit of buying and reading 
magazines is not dead” 


Stevie Spring, Chief Executive, Future, an internatu mal spectal-inter 


media group, in Guardian 


*Finding CEOs for retail ventures of 
companies is becoming difficult, leading to 
poaching in the industry. Thirty per cent of 
the CEOs are coming from overseas as their 
markets are similar to the Indian market. 
It’s a situation of reverse brain drain” 

Asitava Sen, VP (Retail © ( 


The Indian Express 


onsumer Goods), Technopak, in 
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CLEARED: By the 
Union Cabinet, steel 
magnate L.N. 
Mittal's bid to 
acquire a 49 per 
-= cent stake in the 
Bhatinda refinery of Hindustan 
Petroleum Corporation (HPCL) for 
$785 million (Rs 3,218.5 crore). 
This will be the largest FDI in a pub- 
lic sector unit in the refining sector. 





RETAINED: By India, the top slot in 
the sixth annual Global Retail 
Development Index (GRDI), which 
ranks the most attractive emerging 
markets for retail investment, for the 
third year running. The index, released 
by management consulting firm A.T. 
Keamey, places Russia at #2, also for 
the third successive year. China 
vaulted past Vietnam and Ukraine to 
occupy the third position in the index. 


RANKED: By Mastercard Worldwide, 
Mumbai as the world's 10th largest 
centre of commerce in terms of the fi- 
nancial flow volumes. The list, topped 
by London and New York in that or- 
der, includes two other Asian cities— 
Tokyo at fifth and Seoul at sixth po- 
sitions. Others cities include Chicago, 
Frankfurt, Paris, Madrid and Milan. 


ATTRITION THE BANE OF INDIA INC. 
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EMERGED: In 2006, India's IPO 
market, as the eighth largest in the 
world. Companies here mobilised 
$7.23 billion (Rs 31,812 crore) from 
78 public issues in 2006, according 
to global consultancy firm E&Y. China 
topped the list with a net mobilisation 
of $56.6 billion (Rs 2,32,060 crore). 


ACQUIRED: By global private eq- 
uity investor Blackstone Group, a 
100 per cent stake in Indian BPO 
firm Intelenet for an undisclosed 
amount. However, industry sources 
pegged the figure at around $420 
million (Rs 1,722 crore). The deal 
marks the US-based PE investor's 
first major investment in the coun- 
try's booming BPO space. Intelenet 
has over 17,000 employees and 
serves more than 60 local and 
international clients. 


RAISED: $1.75 
billion (Rs 7,175 
crore) by Sterlite 
Industries, in the 
^ P US, in the biggest 

ever overseas share 
sale by an Indian company. Sterlite, 
controlled by Anil Agarwal (pictured 
here), sold 130.4 million ADRs at 
$13.44 (Rs 551) apiece. 





MUMBAI, DELHI 





UMBAI AND DELHI HAVE BECOME 
more expensive for expatriate 
workers compared to last year. In the 
Mercer Global Cost of Living Survey 
2007, Mumbai has climbed from 
#68 position to #52 and Delhi has 
moved up from #73 to #68, largely 
due to the rising cost of 
accommodation—both capital costs as 
well as rentals. Chennai and 
Bangalore, the two other Indian cities 
rated, too, climbed from #137 to 
#133 and from #139 to #134, 
respectively, but are still way cheaper 
to live in for expatriates, compared 
to Mumbai and Delhi. 
Gangapriya Chakraverti, Business 
Leader, Information Products Solutions, 
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Mercer Human Resource Consulting, 
Says the survey is used by global 
corporations and governments to adjust 
the cost-of-living allowances of their 
workers who live and work outside 
their home countries. 

Sanjay Bali, Vice President and 
Head (HR), Samsung India, says his 
company will recommend changes in 
the accommodation allowances of 
about 30 expatriate workers in India. 

KAPIL BAJAJ 
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Asia: The Next 10 Years 


A decade after the Asian financial crisis, the region is growing rapidly but still has a 
long to-do list. Although it faces many challenges, IMF has focussed on just two of 
the most important-the need to address worsening income inequality and learning 
to live with potentially unstable capital flows. 

Income inequality: The causes of Asia's growing disparities are complex. 

Several factors may be at play, but technical progress in the more 

advanced economies and the transition from agriculture to industry in developing 
ones appear to be the main forces shaping income distribution in the region. 

If unattended, tears in the social fabric could lead to negative economic outcomes. 


Growing inequality 

Over the past 10 years, measures of income dispersion have deteriorated in most 
Asian countries. 

(Gini coefficient, per cent change over 10 years)” 


Sri Lanka (40.2) 
Nepal (47.3) 
China, urban (33.3) 
China, rural (36.3) 
Hong Kong (51.4) 
Philippines (46.1) 
Singapore (48.1) 
South Korea (33.9) 
Bangladesh (31.8) 
Malaysia (49.2) 
New Zealand (33.7) 
Japan (31.4) 
Thailand (42.0) 
Australia (29.4) 
India, urban (35.0) 
India, rural (28.1) 
Indonesia (34.3) 
Vietnam (34.4) 
6 4 2 0 2 4 6 8 lU — 12 
Sources: World Bank-PovcalNet Database; WIDER World Income Inequality Database 
The Gini coefficient is a measure of inequality. The index runs from 0 to 100. A low score indicates a more equal 
income distribution. Values in parentheses give the latest Gini Index measure, and the bars show the change 
compared to 10 years ago 
Unstable capital flows. Net inflows to emerging Asia remain close to their 
long-term average relative to aggregate GDP; gross capital inflows are at record 
highs. Rapid capital inflows carry the dangers of disruptive real appreciation in 
price levels, asset bubbles, and imprudent domestic lending that may lead to 
widespread economic and financial dislocations if they come to a sudden stop or 


lead to panic outflows. 





No discernable trend 


Flowing in... 
Gross capital inflows to emerging Asia, which dipped abruptly during the crisis, are 
now higher than pre-crisis levels. 










(per cent of GDP) 
8 
4 
02 = — 7 — š 
: (exci., Hong Kong and Singapore) Emerging Asia” 
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...and flowing out 


Gross outflows are also at record highs, driven by several factors, including 
active management of reserves and better integration of the region with the world. 


(per cent of GDP) 







(excl., Hong Kong and Singapore) Emerging Asia * 
i996 3 9 2 9 9 3 299 0 o Ó 
Sources: CEIC Data Company; IMF, International Financial Statistics; World Economic Outlook Database; and staff 
estimates. *Excludes Hong Kong until 1997 
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Steaming On 


Ignore the doomsayers, the Indian economy is on song. CLIFFORD ALVARES 


FEW MONTHS AGO, THE 

long-term India growth 

story encountered its 

first major challenge in 

a long time: The infla- 
tion monster was threatening to 
veer out of control, interest rates 
continued to stretch northward, 
corporate earnings appeared set to 
be impacted by a base effect, and the 
stock markets, as a result, were los- 
ing direction. Pundits were begin- 
ning to squirm in their armchairs, as 
they politely cleared their throats to 
ask the question: Can the Indian 
economy sustain growth rates of 9 
per cent-plus over the coming years? 
It's a raging debate that has for 
some time now dominated various 
conferences and conclaves, and 
continues to grab plenty of headline 
space in the media. 

But for all the talk, the num- 
bers from the economy have never 
ceased to surprise on the upside. 
In fact, they have often beaten an- 
alysts’ consensus estimates by huge 
margins. Consider: Last year's GDP 
numbers were revised upwards to 
9.4 per cent, from 9.2 per cent, 
making it the fastest economic 
expansion in 18 years in India. The 
growth momentum seems to have 
accelerated further in the first month 
of this financial year. The coun- 
try's industrial output increased 
13.6 per cent in April 2007, higher 
than consensus estimates of 11.3 
per cent. The manufacturing sec- 
tor played a key role in the growth 
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Marching ahead: With manufacturing sector shining, economy packs a punch 


story this time, stealing the lime- 
light from the normally buoyant 
services sector. This segment, which 
comprises 79 per cent of the in- 
dustrial output, surged 15.1 per 
cent year-on-year in April, despite 
doubts whether manufacturing 
could sustain productivity gains on 
the back of rising interest rates. 
Rising inflation has been a 
major worry for the policy makers. 
But there are signs of it getting 
tamed thanks to the Reserve Bank 
of India’s (RBI) measures to tighten 
money supply, which have begun 
paying off. Inflation has eased to a 
13-month low of 4.3 per cent, from 
the level of 6.58 per cent in 


January. This fall has been higher 


than consensus estimates of 4.5 per 
cent, and is well below the gov- 
ernment's target inflation rate of 
5 per cent. Tough measures by the 
government like banning wheat 
and pulses exports and reducing 
duties on fuel have helped bring 
down crucial prices of fuel items, 
notwithstanding the hardening 
rupee that made imports cheaper 
and helped cool inflation. 

But the growth story has just 
one glitch: Slowing demand. Rising 
interest rates have had some effect 
on interest rate sensitive sectors 
such as housing and cars as sales 
growth has started tapering off. It 


also does not seem likely that the in- 
terest rate cycle has peaked. The 
RBI is unlikely to ease interest rates, 
even though inflation is slowing 
down; in fact, the central bank is 
expected to persist with its tight 
money policy. Says Ananda 
Bhoumik, Senior Director, Fitch 
Ratings: “The interest rate cycle has 
probably not peaked. If that (a high 
interest rate regime) continues 
demand will be affected." 

But the bigger heartening story is 
that the structural growth story of 
the Indian economy is really getting 
stronger. A spate of mega-invest- 
ments by the Indian corporate sector 
should keep the growth engines of 
the economy ticking along nicely. 
Investments by the corporate sec- 
tor are expected to continue in a big 
way for the next three years at least. 
Says Bhoumik: "We are pretty 
firmly in the midst of an investment 
cycle which is expected to continue 
at least for a couple of years." 

The investment-led economic 
boom should be able to fuel the 
growth. There have been supply 
side constraints that were a major 
hindrance driving up prices of 
essential products and food grains. 
But investments increase the capac- 
ity of the economy to produce more 
goods, which should also help keep 
the inflation pressures on the 
economy in check. 

With the manufacturing sector 
essentially leading the way and 
heavy investments planned in power 
and construction, the government's 
ambition of clocking average 9 per 
cent growth rates is not a pipe 
dream. As companies invest in the 
supply chain, the efficiencies brought 
about in agriculture and the farm 
sector could be immense, keeping 
prices of food items in check. 
Productivity gains from economies 
of scale will further improve 
efficiencies. It's these structural 
changes that could sustain the 
growth rates of the economy. It’s 
time the debate is laid to rest. 


From Finance 
to Capital 


The Tatas are revisiting 
financial services. 

IX YEARS AFTER THE TATAS' NON- 

banking finance company, Tata 
Finance, succeeded in sullying the 
image of the hitherto spotless busi- 
ness group by getting mixed up in a 
scandalous accounting fraud, 
Bombay House is readying for a 
second wind in the financial services 
sector. Last fortnight, Tata Sons, 
the holding company of the Tata 


Crumbling Cookies 


i a anne MO oc 


OR FOOD PRODUCTS MAJOR, 

Groupe Danone, the Asian 
market has become a bit of a 
bother. In India, it’s been doing 
battle with the Wadias over its 
holding in biscuits major, Britannia 
Industries. And, in China, Danone 
is on the verge of a potentially 
long drawn-out legal battle with 
partner, Wahaha. 

Danone and the Wadias are 
equal partners in a company called 
Associated Biscuits International 
Ltd (ABIL), which holds just under 
51 per cent of Britannia’s equity 
capital. Issues between the two 
parties include royalties payable 
over brands like Tiger and Little 
Hearts and the fact that 
Britannia’s financial results have 
not been included in Danone’s 
consolidated numbers. Now, it 
does seem that Danone is open 
to exiting its 25 per cent holding in 
Britannia. Philippe-Loic Jacob, 
Secretary-General, Groupe 
Danone, recently told media in 
Paris that he expects negotiations 
with the Wadias to end in July 
following which Danone would 
get started on its plans for India. 


Group, announced the formation 
of a wholly-owned subsidiary 
company, Tata Capital. At the time 
of writing, two Tata warhorses were 
in the race to head the new firm: 
Kishor Chaukar, Managing 
Director, Tata Industries, who is a 
former MD of ICICI Securities and 
was also on the board of icici Ltd 
(when it was a development 
financial institution); the other 
honcho in the fray is the 50-year-old 
Praveen Kadle, Executive Director 
& CFO, Tata Motors. 

More interesting than who will 
head Tata Capital, however, is the 
prospect of the subsidiary clashing 









Britannia's Wadia: French ci 


When contacted, the Wadia 
Group spokesperson said, “The 
joint venture is fully active." 
The China operations, mean- 
time, where Danone holds a 51 
per cent in a JV, hit a flashpoint 
when the venture’ s Chairman 


2006, Asia-Pacific accounted for a 
little over 17 per cent of Danone’s 
global sales of €2.43 billion (Rs 
13,365 crore). 

KRISHNA GOPALAN 
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swords with AIG, the Tatas’ joint 
venture partner in the insurance 
space (life and general). AIG is look- 
ing to expand in India beyond 
insurance, into areas which the Tatas 
are already in (asset management, 
for instance) as well as areas like 
consumer finance, into which Tata 
Capital will take the plunge. 
According to a Tata Sons release, the 
new subsidiary has lined up activities 
like capital market, merchant bank- 
ing, housing finance, private equity 
investments, assets and vehicle 
financing, retail finance and other 
related areas. “These activities will 
be undertaken either in subsidiary 
companies or divisions of Tata 
Capital depending on regulatory 
requirements," says the Tata re- 
lease. Observers point out that while 
the Tatas are a bit of a late entrant in 
consumer financing and merchant 
banking, the clout of the Tata brand 
name coupled with ample cross- 
selling opportunities (across sectors 
like energy, telecom and retail) 
augur well for the new company. 
ANAND ADHIKARI 





STAR Finds 
Its Voice 


Its flagship looks beyond Tulsi 
and the saas-bahu formula. 


HEN RATINGS DIP, JUST EXTER- 

minate the protagonist. It’s a 
radical way of doing it, but effective 
nevertheless. The wise women and 
men behind the seven-year-old 
Kyunki Saas Bhi Kabhi Bahu Thi 
saga on STAR Plus did just that. They 
got rid of Tulsi Virani, the soap’s 
veritable matriarch. And presto, it’s 
worked. Rating points have shot 
up to 7.81 and 8.09 as per the TAM 
Peoplemeter System (6-7 June) this 
year, from 6 when Tulsi was still 
alive. “If you see through the year 
then the ratings of Kyunki... have 
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STAR's Vidyasagar: New show 


come down as there’s been frag- 
mentation. Yet it happens to be a 
part of the top 5 programme list,” 
says Nandini Dias, coo, Lodestar 
Universal. 

Tulsi’s demise may prove a 
short-term fix for STAR Plus, but 
over the longer term it needs to 
find a new formula, after Kaun 
Banega Crorepati (KBC) and the saas- 
bahu recipe, which may not be tick- 
ling as many taste buds as before. As 
Manish Porwal, Mp, India - West & 
South, Starcom, points out, this is 
the beginning of the end for saas- 
bahu serials. “They (STAR) will have 
to quickly think of creating other 
properties and genres. Otherwise 
banking on soaps could be a risky 
strategy,” he observes. 

Indeed, STAR has been under 
pressure from Zee, and has never 
looked so vulnerable in the past 
seven years (see In the Name of the 
Father, page 82). Ajay Vidyasagar, 
President (Content & New Media), 
STAR India, believes STAR Plus got 
the momentum going with KBC-3. 
“Post KBC-3, the channel share for 
STAR Plus grew by 46 per cent, taking 
STAR Plus’s shares 60 per cent over 
that of the nearest competitor in 
the 9-10 pm slot." After KBC-3, STAR 
Plus has seen the launch of three 
new shows: Amul Star Voice of India 
(ASVOD, Kasturi and Meri Aawaz Ko 
Mil Gai Roshini (MAKMGR). *ASVOI is 
the #1 music show in the country 
outperforming Indian Idol-3 (on 
Sony) and Sa Re Ga Ma Pa Challenge 
2007 (on Zee) in its 4th week," says 
Vidyasagar. Goodbye Tulsi? 

SHAMNI PANDE 








PES MINCE = T E T ID th UR 
Dash for Cash 


Asia is at the centre of a public 
issue boom. 


COUPLE OF YEARS AGO, HEM- 
Ana Kothari wouldn't have 
thought of raising $9.3 billion (Rs 
38,130 crore) for three companies 
(including ADRs for Sterlite and ICICI 
Bank) in a short span of 10 days. 
The 61-year-old Chairman of psp 
Merrill Lynch pulled off that feat 
last fortnight. Indeed, the huge dem- 
and for raising moolah across 
emerging markets like India and 
China in the primary market is all 
set to make the Asian region the 
leader in the league tables across 
continents. As per Thomson 
Financial, the region is expected to 
raise $145 billion (Rs $,94,500 
crore) in 2007. Till end-June, the 
European region and American 
regions continued to be the highest 
money raisers, mopping up $108 
billion (Rs 4,42,800 crore) and $98 
billion (Rs 4,01,800 crore), respec- 
tively. But for the rest of the year, 
Europe is expected to raise $23 bil- 
lion (Rs 94,300 crore) and a mere 
$8 billion (Rs 32,800 crore) is 
expected to be raised by us and 
Canadian companies. Asia, on the 
other hand, has raised $83 billion 
(Rs 3,40,300 crore) so far in 2007, 
and another $61.7 billion (Rs 
2,52,970 crore) is expected to be 
mopped up in the next six months. 

China is expected to be the 
biggest money raiser, accounting 
for nearly half ($71 billion or Rs 
2,91,100 crore) of the total money 
that will be raised from the region. 
India follows, with $16.4 billion 
(or 11 per cent) expected to be 
mopped up from public issues. 
China Mobile is expected to hit the 
market with a $10.5 billion 
(Rs 43,050 crore) issue in Shanghai, 
whilst in India, the State Bank of 
India has a $1 billion (Rs 4,100 
crore) offering in the works (at the 
time of writing DLF and 16161 Bank 
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had raised a total of nearly $5.3 ร เร OU ESEEN EN ENS 
billion or Rs 21,730 crore). In the 


says Gurunath Mudlapur, 
Managing Director, Atherstone Grey Zone 
Institute of Research: “This reiterates 
that the action is mainly in the SEBI ticks off brokers for 
world’s two largest economies. high-jinks in the F&O segment. 
Capital requirement for capacity HEY'VE BEEN ACCUSED OF 
expansions has been the primary T trading practices, which 
reason for companies in these might just be a euphemism for stock 
regions tapping the market." manipulation and price rigging. 

MAHESH NAYAK The penalty? A sharp rap on the 


Magic Bus 


Tata Motors launches two transport vehicles for rural markets. 


.M. TELANG, NEWLY-PROMOTED 
P Executive Director (Com- 
mercial Vehicles) of Tata Motors, 
was responsible for the biggest hit 
in many years to come out of the 
auto maker's stable—the Tata Ace. 
The sub-1 tonne capacity com- 
mercial vehicle has sold in excess 
of 100,000 units already despite 
having been on the market for 
under two years. The success of 
the Ace, which Telang credits to 
the company finding a niche and 
filling it, has already begun to 
impact the sales of cargo three- 
wheelers; sales dipped 9 per cent 
in the first two months of the year 
and Tata Motors increased its 
share in the Light Commercial 
Vehicle (LCV) goods category 
market to 71.2 per cent. 

Telang feels that the develop- 
ment of roads under the Pradhan 
Mantri Gram Sadak Yojana has 
played a part in Ace sales and will 
be instrumental in the success of the 
company's two latest ‘light’ 
vehicles, the Magic and the 
Winger. “The Magic and the 
Winger also fill a niche, provid- 
ing reliable transport options for 
people in far-flung areas where 
there is little or no access to trans- 
port. Where there are vehicles they 
are unsafe and these four-wheelers 
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Tata Motors' Telang: Rural mural 


will make travelling far safer," 
Telang says, believing that rural 
areas and not large urban markets 
will provide the bulk of these ‘small’ 
vehicle sales, a philosophy that 
Tata Motors management seems to 
share for the ‘Rs 1-lakh car’. 

As for the slowdown in sales in 
medium and heavy commercial 
vehicles, Telang blames the rate 
hikes by the government. “Sales, 
for the past two years, have gen- 
erally exceeded our expectations, 
and this slowdown is a minor one, 
and largely due to people putting 
off purchases thanks to the 
increase in interest rates. However, 
with the continued progress on 
highways and the steady growth in 
the economy, I think sales will 
perk up again post-monsoon.” 

KUSHAN MITRA 
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Indiabulls’ Banga: Net effect 


knuckles from the market watch- 
dog. Last fortnight, the Securities 
and Exchange Board of India (SEBI) 
hauled up 15 brokers and 10 
investors or entities for what would 
appear as clear violations in the 
futures & options (F&O) segment 
of the stock market. The brokers 
(registered with the National Stock 
Exchange) and their clients were 
found to be transacting in a 
synchronised manner, and buying 
and selling in illiquid counters at a 
price far different from those of 
the underlying securities. 

In fact, most of the trades were 
reversed on the same day to book 
profit or losses on such transac- 
tion. Reversal of trade implies that 
when a buy transaction has been 
initially entered into by a broker 
for a particular client for a specific 
quantity, there is a corresponding 
sale transaction which takes place 
during the day for the same quantity 
between the same set of brokers or 
clients, and vice versa. However, 
the difference in the prices at which 
the above two trades were executed 
was very significant whereas such 
differences were not observed in 
the price of the underlying shares. 
As a result, one of the parties to 
the transactions apparently had sub- 
stantial gains while the other party 
suffered a loss. The motive of such 
transactions was not a genuine pur- 
chase and sale but rather seemed to 
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be to create an artificial market for 
trading in F&O and booking profits 
or losses from such transactions. 
The loss can be offset against prof- 
its resulting in lower tax incidence 
or where the entity which books 
profits is an entity which is either 
exempted from paying tax or is a 
low-tax paying entity. 

The regulator ruled that the 
entities and brokers have indulged in 
non-genuine trade transactions to 
create a false and misleading 
appearance of trading. The 
brokerages for their part have their 
defence. Says Gagan Banga, 
Executive Director, Indiabulls 
Financial Services, one of the 
brokers pulled up: *We are just a 
medium for executing a deal that 
has taken place through the internet. 
Our involvement is zero and the 
system could not capture such 
activity as the client has not traded 
more than a couple of times in the 
last one year with us." Adds Amit 
Majumdar, Executive Director 
(Operation & Risk Management), 
Angel Broking, another of the firms 
that's earned SEBI’s ire: “In April, we 
had already informed NSE of such 
stray transactions and even discon- 
tinued the clients’ accounts." He 
agrees that such synchronised trades 
are a part of price manipulation, 
"but how do you tackle such issues 
when you're a part of one leg, while 
the other party transacts through 
other brokers." 

If SEBI hasn't been tempted to 
take stricter action it's because of 
such grey areas. Industry experts 
say "till sEBI establishes a clear link 
between both the parties, they don't 
stand a chance of debarring the 
investors or brokers. On the basis of 
buying losses or profit one can't be 
punished." Players are clearly taking 
advantage of the loophole in the 
systems, as stocks in the F&O 
segments do not have circuit filters. 
One solution: Just get rid of illiquid 
stocks from the F&O list. 

MAHESH NAYAK 
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Radio’s Mirchi 


FM stations are divided on how 
to measure radio listenership. 


N ONE CORNER YOU HAVE THE 

“day-after-recall” (DAR) system, 
offered by Media Research Users 
Council's (MRUC) Indian 
Listenership Track. In the other 
you have the good old diary-based 
system, launched as RAM (radio 
audio measurement), a joint serv- 
ice between IMRB International 
and Nielsen Media Research, 
which will operate as an inde- 
pendent division of TAM Media 
Research. Which amongst these 
two is the preferred mode of radio 
listenership? The first round it 
would appear has been won by 
RAM. "We have seen an almost 
100 per cent acceptance for this 
study," says L.V. Krishnan, CEO, 
TAM Media Research. 

But even before marketers and 
media fraternity can heave a sigh of 
relief for finally reaching some 
headway on this over four-year- 
long contentious issue between RAM 
and DAR, Radio Mirchi, one of the 
country's leading FM radio stations, 
has fired a salvo. “It is our belief that 
we should not adopt the diary 
method of research... Diaries are 
collected end of week with the re- 
sult that the respondent fills up 
most slots only once a week before 
they get picked up. Hence, a diary is 
nothing better than a 'seven-day 
recall’. Compared to this the current 
‘DAR’ is better because it only goes 
as far back as one day," says 
Prashant Panday, Deputy CEO, 
Entertainment Network India 
(ENIL), which owns Radio Mirchi. 

Panday goes on to say that the 
group believes in electronic research, 
the kind that TAM does for Tv. “That 
has its own problems but at least we 
know that it does not rely on a per- 
son having to tick every now and 
then. There are some exciting 
developments happening—mobile 


KACHIT GOSWAMI 


phone-based tracking is something 
that looks promising,” he says. 
But not all feel that way: “We 
believe DAR is not appropriate 
because radio is an accompaniment 
to various things—and often lis- 
teners are not really aware of what 
channel they are tuned to. A player 
high on marketing is likely to sway 
perception of listeners. Hence, the 
diary system that forces people to jot 
down is far more reliable. Almost 93 
per cent of the countries rely on 





ENIL's Panday: Total recall 


this method," says Apurva Purohit, 
CEO, Radio City, who has been at 
the forefront of championing RAM. 

Interestingly enough, both play- 
ers in the fray for the measure- 
ment seem to be pretty open about 
the merits and shortcomings of 
their respective systems: “The DAR- 
based Indian Listenership Track 
does not allow for Reach and ors 
(opportunity to see) build up, 
which a panel-based methodology 
such as diary will allow. But a lot 
of people have reservations about 
using the diary as compliance is 
an issue," says Sabina Solomon, 
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General Manager, MRUC. 

But even as this debate continues 
to rage, there is entirely a new tan- 
gent being added. According to Anil 
Srivatsa, COO, Radio Today: *I com- 
pletely support and appreciate the 
RAM, but our issue is that of price," 
which, according to him, is way 
too steep for smaller players. *TAM 
has to devise a way where users 
can pay as per their requirement. It 
cannot have one price tag for all 
stations," he says. 

It appears that the two systems 
are likely to be on for some time to 
come. "This study does not neces- 
sarily depend on one or two 
members not participating and for 
that matter, there is room in the 
industry for both the studies to co- 
exist as each has its own merit," 
says Krishnan. 

But the big verdict from the 
advertiser is already here and, 
maybe, someone should listen after 
all: “Conceptually both systems are 
useful. Diary has an advantage or a 
higher measurement frequency and, 
hence, will give more updated 
information. It will also be more 
sensitive to stimulus and program- 
ming changes," opines Rahul 
Welde, General Manager & Head 
(Media Services), HLL. 

His logic is that a single meas- 
urement system is desirable for the 
benefit of the industry and while 
the two measurement systems can 
certainly co-exist, “it makes sense 
for them to provide complemen- 
tary information rather than the 
same metrics. As it is, there is huge 
under-investment in research and 
then to have money spent in 
duplicating efforts is highly unde- 
sirable,” he says. 

For his part, Panday feels that a 
consensus will not emerge very soon: 
“Radio will go through the rough 
ride of having the wrong research 
methodology for a few years before 
the final stable state happens.” 
Somehow, that sounds true. 

SHAMNI PANDE 
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Gung Ho on 


the Ghetto 


Dharavi's revamp attracts 
more mega-corps. 


HE MAHARASHTRA GOVERN- 
TO attempt to transform 
Dharavi from a mega-slum to a 
modern township seems to have 
caught the fancy of Indian and in- 
ternational real estate developers. A 
list made available to Br by Iqbal 
Singh Chahal, officer on special 
duty for the Rs 9,300-crore Dharavi 
Redevelopment Project, shows that 
nearly 37 players have picked up the 


FOR A PIECE OF THE SLUM 


income group area as the present 
residents are not being relocated 
to another place. That would have 
to be factored in while making a bid 
for the project,” says the head of a 
real estate developer who is in the 
fray, on the condition of anonymity. 

Also, developers are not too 
sure about the veracity of data pro- 
vided by the government on the 
number of residents present in the 
slum. “The Maharashtra Housing 
& Area Development Authority 
(MHADA), which is overseeing the 
redevelopment work at Dharavi, 
has not allocated space for transit 
camps for the present residents. 
Dharavi is an important project that 


A list of those who've thrown their ha ก อ i5 


Source: MHADA (as of June 21, 2007) 
UMESH GOSWAMI 
must take off but issues like these 


expression of interest (Eol) forms 
to bid for the project as of June 
21. The list has large Indian business 
groups, including both the Mukesh 
and Anil Ambani conglomerates, 
Videocon, Tata Housing, Hira- 
nandani, Mahindra Gesco, DLF and 
international biggies like Hutchison 
Whampoa (Hong Kong), Emaar 
(Dubai), and Tishman Speyer (Us). 

However, a full house turnout 
like this has not prevented real 
estate developers from towing a 
skeptical line on the project. For 
one, real estate developers do not 
see valuations of a redeveloped 


Dharavi being sky high. “Even if 


the project goes through as planned, 
Dharavi will continue to be a low- 





have to be addressed first,” says 
Sunil Mantri, Chairman, Mantri 
Realty, who also believes that the 
biggest hurdle in the project would 
be convincing the residents about 
the project. 

That would be a tough task to 
accomplish considering that hun- 
dreds of Dharavi residents protested 
outside the MHADA office last fort- 
night. Like Dharavi resident and 
President of the National Slum 
Dwellers Federation, Jockin 
Arputham, says: “We plan to 
escalate our protests and plan to 
have a larger demonstration by the 
end of the month.” 

T.V. MAHALINGAM 
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THE REWARD: A BETTER, GREENER PLANET 
FOR FUTURE GENERATIONS. 









THE AWARD: THE 2007 FT EMERGING MARKETS 
SUSTAINABLE BANK OF THE YEAR 
FOR ABN AMRO INDIA. 


yancial Times Sustainable Banking Awards, presented in association with the International Finance Corporation, 
cognize banks that have shown leadership and innovation in integrating sustainable development objectives into 
eir operations. We at ABN AMRO India are honored to become the first Bank in India and the whole of Asia ever 
have won this award for 2007. This award is recognition of our achievements like launching of India's first SRI 
Jtual fund, managing environmental advisory on large project financing transactions, becoming the pioneering MNC 
ink to commence microfinance, instituting awards for environmental conservation, among others. Because, after all, 


'aking more possible’ involves making a better world not just for us, but also for generations to come. 


Making more possible ส ู ง ABN:AMRO 
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SWAMI 


Policy 
Matters 


Cardiff's set in India, but 
China could steal the show. 


F THERE'S ONE BUSINESS THAT LENDS 
[sat well to having a truly global 
presence, it's insurance. That's sim- 
ply because, as Eric Lombard, 
Chairman & CEO, BNP Paribas 
Assurance, of which Cardiff is an 
arm, puts it: "The insurance business 
thrives on two main pillars. One is 
that people are getting older every- 
where and, two, income levels are 
also on the rise. We have good 
reason to expect healthy business in 
the years to come." 

In India, Cardiff owns a 26 per 
cent stake in a life insurance joint 
venture with the State Bank of India 
(SBI). And by the looks of it, 
Lombard is pleased as punch with 
his India jv. “The results 
are much better than 
we expected from 
India. The system de- 
veloped by SBI is very 
efficient. The Indian 
economy is vibrant and 
otters scope for im- 
mense growth. We 
are the first 































private sector life insurance com- 
pany in India that reported prof- 
its,” claims the Chairman. 

On the global front, Lombard 
sees a rosy-enough picture, as he 
does not expect any “significant 
downturn in the world economy.” 
Growth has been in handsome 
double-digits for Cardiff, at close 
to 20 per cent since 2003. Lombard 
points out that most of his interna- 
tional operations are profitable, 
with a few exceptions like Russia. 
Cardiff, which is a specialist in ban- 
cassurance (distribution of insur- 
ance products via banks’ distribution 
channels), is now keenly looking 
at growth in emerging economies. 
These include Romania, Bulgaria, 
Ukraine and Turkey. Offices have 
also been opened in Nigeria, Japan 
and Mexico recently, with Lombard 
keen to increase Cardiff's presence 
in Latin America. 

However, what could prove to 

be a joker in the Cardiff pack is its 
China operations, currently mere 
rep offices in Shanghai and 
Beijing. The insurance major has 
completed just four vears in 
China, as against six years in 
India, but chances of the Chinese 
business gaining higher priority in 
the near future—if they haven't al- 
ready—are higher. Reason? 
China allows foreign direct 
investment of up to 50 
per cent in the insur- 
ance sector; in India, 
the limit is still 26 per 
cent. Unsurprisingly, 
Cardiff is currently 
in negotiations for a 
joint venture in 
China. *We will 
probably settle 
for a tad below 
50 per cent in 
our proposed 
Chinese joint 
venture," says 
Lombard. 

ANAND 
ADHIKARI 


Cardiff s Lombard: Gunning for growth 





Enabling 
Drug Research 


Daicel spots a niche in Indian 
drug discovery and development. 

[ A TIME WHEN BLOCKBUSTERS 
Å with simple molecules are get- 
ting fewer and far between, pharma 
companies are increasingly look- 
ing at chiral molecules as possible 
leads and companies offering chiral 
technology are finding a new and 
growing market. Daicel Chemical 
Industries, for instance, a $3-billion 
(Rs 12,300-crore) Tokvo-head- 
quartered company, helps pharma 
companies engaged in drug dis- 
covery and development to get a 
pure and distinct form of a chiral 
molecule, also known as an opti- 
cally pure molecule or chirally- 
pure compound. This, without the 
jargon, very loosely means the 
active molecule of such a (chiral) 
drug. The technology could also 
be used to estimate the optical 
purity of the drug. 

If you're still wondering what's 
the big deal about this technology, 
hear out Masato Sakai, General 
Manager, Marketing and Deve- 
lopment with Daicel: *Six of the 
top 10 drugs in 2005, including 
Lipitor and Zocor (both choles- 
terol-lowering medicines), have been 
chiral compounds." 

There are several factors driving 
the growth of chiral technology. 
Other than the argument about 
fewer blockbusters with simple mol- 
ecules, there is the case of few 
innovator companies opting for this 
technology to extend the patent life 
of their drug. Another trigger for 
chiral molecules are the regulatory 
pressures (especially from the us 
Food and Drug Administration), 
which favour chirally-pure com- 
pounds than racemates, or mix- 
tures. Racemates tend to contain 
less active or inactive or sometimes 
even toxic compounds that may 
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This takes broadband delivery over fiber optical technology to a new level. 
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have side-effects. 

Sales of optically-active chiral 
drugs are estimated at over $7 bil- 
lion (Rs 28,700 crore), and are ex- 
pected to grow to $15 billion (Rs 
61,500 crore) in the next couple 
of years. Daicel already has over 
100 clients in India. Now, in a bid 
to tap the market further, it has set 
up a base in the country to pro- 
vide technical support service out of 
ICICI Knowledge Park near 
Hyderabad. *Because we have many 
customers here we needed a strate- 
gic beachhead in the exploding 
pharmaceutical market," says Sakai, 


Daicel's Sakai: Betting on chiral 


on a recent visit to Hyderabad from 
Tokyo. *Chiral has become main- 
stream for new drugs and we believe 
that our chiral technology is needed 
for not only quality control of these 
chiral drugs but also for drug devel- 
opment at the pre-clinical stage." 
At the moment, Daicel has four 
sites: Japan, Us, Europe and China, 
other than India. Daicel India will 
cover South East Asia. “Our rev- 
enue is related to the revenue of 
pharmaceutical companies, espe- 
cially their R&D expense. Thus, us, 
Europe and Japan are still big mar- 
kets for us, but the Indian and 
Chinese markets are showing very 
rapid growth." 
E. KUMAR SHARMA 
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Soul 
Searcher 


Bata India is on the mend, but 
has it left it too late? 


UST THREE MONTHS AGO ON APRII 
] 28, Marcelo Villagran, Managing 
Director & CEO, Bata India, got 
official ratification for his efforts. 
The Nomination, Governance and 
Compensation Committee met and 
recommended that his fixed salary 
be increased with effect from 
January this year. Shaibal Sinha, 
Director (Finance) & cro, Bata 
India, also found approval for help- 


ing the organisation trim costs and 
put efficient processes in place. 
Indeed, Bata India's Rs 62.7 
crore losses in 2004 appear a distant 
memory today. The turnaround 
began to get reflected in the 2005 
numbers itself thanks to some des- 
perate measures that included 
retrenchment (via retirement 
schemes and attrition). Some 1,467 
left in 2004 itself, and in 2006 
another 946 bailed out. The results 
are there to see. In 2006, the com- 
pany posted a net profit of Rs 40.15 
crore on net sales of Rs 770.20 
crore. The good form has spilled 
over into the current year. Net 
turnover for the quarter-ended 


Welcome to Health City 


The Apollo Group has a big plan to provide holistic solutions. 


T IS BEING BILLED AS ASIA'S FIRST 
Ius city, spread over 33 acres. 
In what was the campus in 
Hyderabad for Apollo Hospital 
earlier, Apollo has now put in place 
an integrated healthcare delivery 
system with infrastructure to han- 
dle both prevention and wellness. 

With a total investment of Rs 
1,000 crore (which includes the 
hospital it set up there way back in 
1987), Apollo has now added 
elements beyond therapeutic needs 
such as education, BPO, research, IT 
and telemedicine. A cancer insti- 
tute, heart institute, eye institute, 
college of physiotherapy, institute 
of hospital administration, insti- 
tute of neurosciences, institute of 
PG education for doctors, a nursing 
school and a college have been 
set up. Apollo will also offer clin- 
ical research. The facility encom- 
passes a 300-bed multi-specialty 
hospital with over 50 specialties 
and super-specialties and in all 10 
centres of excellence. 

Some of this will need more 
investments (for instance, on those 





Apollo's Reddy: Growth pill 


relating to alternative forms of 
medicine) and Apollo intends to 
invest close to Rs 150 crore in the 
next two years on these. The idea 
is to leverage the strengths of 
various components and offer an 
integrated health delivery set-up. 
"We have been working on this 
for the last 12 to 18 months," says 
Dr Prathap C. Reddy, Chairman, 
Apollo Hospitals Group. “I am also 
a doctor and not just a businessman 
and [ have seen where we have 
failed, which is in providing a 
holistic solution to the patients. 
The health city brings together all 
the components of healthcare." 
E. KUMAR SHARMA 


OVW ห พ พ ห ท ห ย ห น ง V 


It has sheltered over 70 residential enclaves. 
/000 homes and countless dreams, 
under its wings. 
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Bata India’s top brass: (L to R) Ponnappa, Villagran, Sinha and Tonolli 


March 2007 has climbed to Rs 183 
crore from Rs 167 crore in the pre- 
vious year’s corresponding period 
and net profit is up to Rs 5.05 crore 
from Rs 4.4 crore in the March 
ended quarter of 2006. 

“| hate to be associated with all 
this, but it had to be done,” says 
Villagran who took charge in early 
2005 with an unenviable mandate 
of stabilising a ship that was almost 
sunk. Villagran is, of course, talking 
about the massive layoffs he had 
to resort to. But that was just one 
prong of the turnaround trick. 
Wholesale outstandings were 
reduced from 126 to 45 days, some 
70 unviable stores were shuttered, 
cash-draining stores were reduced to 
140 from 400 in 2004, operational 
expenses were reduced with the 
help of new logistics, and the aver- 
age cost on retail store personnel 
was cut back. 

Such cost-saving measures were 
backed with a change in mindset. 
Clearly, Bata India had to keep in 
tune with the market reality. “Bata 
shops now function seven days a 
week. We were losing out as many 
within had no incentive to change, 
which resulted in our competition 
gaining ground," admits Villagran. 
Recently, Bata tied up with retailing 
chain Shopper's Stop for shop-in- 
shops across its stores, and with 
another chain, Lifestyle, for a pres- 
ence in counters across cities. Àn 
alliance with Reliance Retail is also 
in the works. *There is a proposal 
from Reliance Retail towards which 
a letter of intent has been signed, as 
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it is seeking to set up a hypermarket 
(in non-footwear specialty) at our 
upcoming Batanagar Township," 
says Villagran. This 262-acre town- 
ship in Kolkata is being developed by 
Riverbank Holdings, a 50:50 joint 
venture between Bata India and the 
Calcutta Metropolitan Group. 
Bata has also introduced a com- 
missionaire system, wherein Bata 
will provide space, furniture and 
products to those wanting to take 
up the deal who in turn earn ล 
commission on sales and are free to 
recruit as many people as they 
require. Bata had 37 stores in 2006 
under this new system—called the 
K-Scheme internally—it hopes to 
have 70 this year and will open 
another 100 next year. “We are 
the largest shoe retailer with 1,100 
stores and account for a 35 per cent 
market share. Yet, we have been 
handicapped by our inability in the 
past to work in tune with what 
consumers want," says Villagran. 
Bata India's new-found zest has 
succeeded in attracting some heavy 
hitters from industry. P.M. Sinha, a 
former PepsiCo head honcho, has 
taken over as Chairman. Others to 
come on board include Shaibal 
Sinha in 2005, Rakesh Singh 
Gautam as Senior Vice President 
(HR) in 2006 and Manoj Chandra, 
who took charge last fortnight as 
head of customer services. Other 
members of the core team include 
Enrico Tonolli, Senior Vice 
President (Merchandising), C.C. 
Ponnappa, VP-Retail operations 
(Flagship/City) and Ronjoy 


Sengupta, VP (Retail operations). 
Despite all these measures, mar- 
ket men are still skeptical. That's 
reflected in the stock price of Bata 
India, which has gained 98 per cent 
since 2005, even as the Sensex 
moved up by 118 per cent. A senior 
equity analyst, unwilling to be iden- 
tified, says it's a typical case of too 
little, too late. There are too many 
loopholes within the system that 
are bleeding the company, he says. 
Even its top management in the 
recent past has seen rapid change, 
not affording any stability to its 
plans (for instance, there were a 
record three changes in MDs in 
2001: W.K. Weston resigned and C. 
Morzaria was appointed as MD in 
January 2001; he resigned and was 
replaced by F. Garcia in October 
who, in turn, was replaced by S.J. 
Davies in September 2002. 
Villagran, so far, has marked 
roughly the same time as his pred- 
ecessor and it remains to be seen if 
he outlasts him significantly). 
Competitors such as Mirza Tanners 
are more profitable (Mirza Tanners, 
for instance, has operating margins 
of 10.93 per cent as against Bata’s 
7.41 per cent). In the past, Bata 
India has often flattered only to 
deceive. Will this turnaround prove 
more sustainable? 
SHAMNI PANDE 


To Tax or 
to Please? 


CBDT's clarification on taxing 
shares held is still ambiguous. 
RE FOREIGN INSTITUTIONAL 
5 ๒ (Fils) welcome on 
Dalal Street? Going by the over 
$48 billion that has flowed into the 
Indian markets since 1995, the an- 
swer would be a resounding yes. 
But then there’s the Central Board 
of Direct Taxes (CBDT), which may 
not be too popular amongst over- 


It has taken over 107 organisations in 
70 corporate structures 
to new heights. 
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D-Street: Taxing matter 


seas portfolio investors. 
Unsurprisingly, for the CBDT, its 
revenue kitty is more important 
than FII inflows. Consider: Last fort- 
night, the CBDT issued a “clarifica- 
tory" circular that lays down the 
principles for tax assessing officers 
to determine whether money made 
from the sale and purchase of shares 
should be classified under the head 
of capital gains or business income. 
Such an apparently simple issue has 
become a cause for much vexation 
thanks to the difference in tax rates 
applicable under the two heads. 
Since 2004, when the capital 
gains tax regime was tweaked in 
tandem with the introduction of the 
securities transaction tax, there is 
no tax on sale of listed securities if 
they are held for longer than a year. 
If they're held for a shorter duration, 
the tax is a uniform 10 per cent. 
Business income, on the other hand, 
is taxed at the highest rate of over 33 
per cent. For Fils, the tax rate rises to 
nearly 42 per cent. However, addi- 
tional provisions for Fils allow them 
to remain exempt of tax even on 
business income if they do not have 
a permanent establishment (PE) in 
India. And quite a few Fils invest in 
the country via Mauritius, making 
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them tax-exempt under the Double 
Taxation Avoidance Agreement with 
that country. 

In the past there has been liti- 
gation on both counts: Capital gains 
versus business income and whether 
the Fil has a PE in India. The recent 
CBDT circular comes on the heels 
of a couple of judicial decisions that 
have debated the differences in 
shares held for trading (business 
income) and those held for invest- 
ment purposes (capital gains). Farlier 
this year, in a case involving Fidelity 
Northstar Fund, the Authority of 
Advance Rulings (AAR) had culled 
out three principles to make this 
distinction. One, the investor can 
show if the shares are held as trad- 
ing assets. Two, the nature of the 
transaction can be determined by 
the books of accounts, the magni- 
tude and the ratio between the pur- 
chase, sale and holding of shares. 
And three, where the aim of the 
transaction is to derive dividend 
income, those transactions will yield 
capital gains. Enunciating these prin- 
ciples, the revision will reduce the 
number of claims and there will be 
fewer contentious cases to fight in 
the courts, believe Finance Ministry 
officials. “The assessing officer can 
look at the issue on a case by case 
basis,” says a Department official. 

Not all agree, however. Ample 
motivation would exist for the 
assessing officer to try and classify 
the gains made from sale and pur- 
chase of shares as business income. 
Meanwhile, the aggressive Fils could 
well take recourse to the argument 
that lack of a permanent establish- 
ment in India means that they do 
not pay any tax. 

“It (CBDT circular) merely reit- 
erates the tests for determining the 
nature of the shares held, and those 
tests are quite subjective. So, it is as 
unclear as before for the Fils,” says 
Sudhir Kapadia, partner with 
auditing firm BSR & Co. Kapadia 
insists that a simpler and more effi- 
cient way of dealing with the issue 


both from the revenue and the 
investor point of view is to follow 
practices that prevail in other emerg- 
ing markets such as Taiwan, Hong 
Kong and Singapore. In these mar- 
kets, income of offshore funds 
earned from transfer of local secu- 
rities is tax-free. As a Delhi-based 
economist put it: “Investors can 
live with rules, even unpleasant 
ones, but nobody likes uncertainty.” 

SHALINI S. DAGAR 





Shorts Story 


SEBI is poised to bring back 
short sales in the cash market. 


INALLY THE SECURITIES & 

Exchange Board of India (SEBI) 
has decided to bite the bullet on 
short sales. The regulator has firmed 
up plans to introduce short sales 
in the cash market for both domes- 
tic and foreign institutional 
investors. This will bring the Indian 
stock markets on a par with 
advanced markets. sEBI Chairman 
M. Damodaran told Business Today 
that the regulator is *very close to 
introducing short sales within a 
matter of a few weeks." 

A short sale, very simply, is a 
bearish position on a stock taken 
by an investor. This is where an 
investor borrows shares, promises 
to return them in future, and then 
sells them. If the short seller's view 
holds and the stock price dips, he 
can buy the shares back at a lower 
price, return the shares to the orig- 
inal owner and pocket the differ- 
ence between the price at which he 
had sold and the new lower price. 

The SEBI green signal for short- 
sales, analysts say, is a step in the 
right direction. Says BSE member 
Ramesh Damani: "It'll make the 
markets more stable. Now market 
participants can express both views 
as they are allowed to go both long 
and short." In a rising market, 





[t will give wings to over 700 stores 
in numerous shopping malls 
across South India. 
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Open it Up 


Is a software patent an oxymoron? 


BEN MOGLEN IS NOT A NAME 

that many people in India are 
familiar with, but people who use 
open source software should know 
this man. He is neither a technol- 
ogist nor a coder, he is a lawyer. 
But Moglen, who is President of 
the Software Freedom Law Center 
(SFLC), heads the organisation that 
provides the legal resources to 


defend small, barely-profitable : 


open source software creators and 
resellers from large software com- 
panies. “Ever since the Us Patent 
and Trademark Office (USPTO) 
started giving software patents, it 
has been pretty chaotic. Software 
creativity happens when you open 
it up; patents that are often loosely 
defined stifle true innovation,” he 
says, citing several examples of 
organisations that operate as 
‘patent trolls’; they hold on to a 
patent without commercially 
exploiting a technology, and wait 
for someone to commercially use 
the technology before utilising 
legal means “to shake down the 
people who actually developed 
something worthwhile.” 

Moglen also played a crucial 
role in writing the latest iteration 
of the General Purpose License 


where demand for shares exceeds 
supply, a short seller steps in with 
borrowed securities; when the mar- 
kets are sliding, the short seller 
squares his position by buying back 
the shares. This not only beefs up 
the market liquidity but also makes 
it less volatile. 

The lack of short selling in the 
cash market also perhaps explains 
the immense popularity of stock 
futures. In the futures segment, 
short-selling is permitted. This 
has often led to the cash market 
taking signals from the futures 
market. Explains Damani: “Very 
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SATISH KAUSHIK 





Eben Moglen: Indian chapter 


(GPL), the licence under which most 
open source software is released. 
“GPL needed an upgrade to reflect 
the global nature of software and 
the development community," 
Moglen says. He explains that the 
reason he has visited India was 
because the SFLC wants to establish 
a chapter here. “The future of 
software is in India, and that is 
why we have to be here. Another 
reason is that it is important to 
teach members across the judicial 
system—lawyers and judges— 
software and legal issues around 
patenting software." 

KUSHAN MITRA 


often the spot price in the cash 
market runs ahead of the futures. 


This is partly due to the absence of 


short sellers." 

The move is also expected to 
make the markets more efficient 
by presenting proper arbitrage 
opportunities between the cash and 
the futures market. Arbitrage funds 
that today buy stocks in the cash 
market and sell in the futures 
market would now be in a position 
to go in for reverse arbitrage in a 
bearish market. This will help in 
proper price discovery. 

But SEBI is planning to move 


BHASKAR PAUL 





cautiously ahead of the introduction 


of short-selling even as it evolves a 
mechanism for lending and bor- 
rowing securities. To begin with, it 
may be permitted only in those 
stocks in which derivative prod- 
ucts are available; and only cov- 
ered short sales will be permitted. 


Then a cap is likely on the extent of 


borrowing and lending in a par- 
ticular stock—it may not be more 
than 10 per cent of the floating 
stock. Exposure limits on brokers 

and clients will also be imposed. 
In the past, there have been 
concerns that the short sales have 
been used to artificially depress 
prices—particularly after the 2001 
securities scam when it was feared a 
bear cartel had artificially rigged 
prices by excessive short-selling 
following which SEBI had banned 
short sales. But now analysts feel 
the Indian markets have matured 
enough to re-introduce short-selling. 
RISHI JOSHI 


SEBI's Damodaran: Cautious move 
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in its Resorts and Hotels. 





Prestige Estates Projects (P) Ltd. Head Office: ‘The Falcon House’, 1, Main Guard Cross Road, Bangalore - 560 001. Ph: 080 25591080. Fax: 080 25 
Hyderabad: Level 1, Merchant Towers, Road No.4, Banjara Hills, Hyderabad - 500 034. Ph: 040 23351440 / 41. Fax: 040 23351442. E-mail: hyd@prestigeconstruct 
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ES bird to some, 


an inspiration to us at Prestige. — 


Throughout history and across geographies, the Falcon has been 
considered second to none in the Avian kingdom. Its speed, 
courage, determination and sheer power has been the inspiration 
for many, across countless centuries. 


And so it is with us at Prestige. We think we've learnt a thing or two 
from this magnificent bird. Like strength, precision, speed and the 
ability to see clearly, what others cannot. For example, the foresight 
to make allowances for green areas in residential enclaves. 


It is this dedication to excellence and an unerring eye for detail that 
turns a mere brick and mortar building into a thing of Prestige. 
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An alarming number of young BPO workers are 
sinking into a world of crime, drugs, and promiscuity. 
It's ล ท unprecedented workplace phenomenon 
that's testing their employers. 


PALLAVE SRIVASTAVA 





ITIN IS 22 YEARS 
old. He is a 
process trainer in a 
Gurgaon-based BPO 
and has been in the 
industry for three 
years, though with the current employer 
he's spent just two. In the last six months, 
Nitin, who hails from Delhi, has resigned 
11 times. And each time, his employer has 
refused to accept his resignation. Nitin says, he has 
issues with his superior (an assistant manager) and 
wants to move out of his team, but the human 
resources (HR) department doesn't seem bothered. He 
even tried the ‘skip’ channel and spoke directly to his 
boss's boss, but since the former is the latter's blue-eyed 
boy, Nitin's request for a transfer was turned down. So, 
why doesn't he simply quit? He says no one else will em- 


ployer. Meanwhile he res has made limone. À LIFE OF PRESSURE 

















cohol and cigarette intake and is affecting his sleep, too. Every call centre agent faces multiple pressure points 
He desperately wants to leave but feels trapped. Pi — PPS 

= Odd work timings Typically, most of 
W Sanjay is 25 years old and lives and works in Bangalore. them work in the night and sleep during the day. 
He went to college in his hometown of Kanpur, but It upsets the natural bio-rhythm. 


moved to India's Silicon Valley two years ago when a BPO i 

offered him a job. He smokes a pack of cigarettes daily and ™ Monotonous job Most of the work is 
does weed during his *sutta' breaks with his col- highly repetitive and offers little diversity. 
leagues. He goes back home once a year There is little job satisfaction. 

and doesn't remember how many girls ‘Split’ personality Dealing with foreign 


< has — (r ee with) in the customers often means assuming a different 
couple of years (he stopped count- identity, and dealing with abusive behaviour. 


ing after he hit 12). Sanjay had initially 
planned to send money back home, Performance tar gets There are 
strict daily targets to be met in terms of calls 


but instead ends up borrowing from 
friends and colleagues, since he can’t made or handled. Supervisors keep the 
pressure up. 


keep up with his expenses. 
= Cultural clash A iot of BPO workers come 


relationship with a young who wakaq wah Kise tn the from small towns, and are unaccustomed to the 
pee lifestyle of a big city. 

same BPO. Even though Tupur could make out that her 

partner wasn't serious about the relationship, she persisted = Career growth The opportunities to grow 








E Tupur is 26 and lives in Kolkata. She got into a live-in 


as she felt emotionally committed. Soon, she got pregnant in a call centre job are limited, leading to low 
and had to abort the child. She conceived again, but this morale and self-esteem. 

time around she could not abort the foetus early enough Source: Wipro BPO, which recently conducted a study to 

and married her partner in the fifth month of her preg- identify the pressure factors at the workplace. 
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nancy. Immediately after her child was born, she left it 
with her parents because she did not have the time to 
look after it. She has since changed her job to take care 
of the baby, but continues to face problems with her 
marriage. She says she wants her marriage to work, but 
feels so ‘bored and stagnant’ that she doesn't even 
want to go to a counsellor. However, she wants to hang 
on to the relationship for her child's sake. 


E Partho is 24 and has been working with the BPO of 
a multinational bank in Kolkata for the last one 
year. He is currently on his notice period that ends in 





August. He has vowed never to return to the indus- 
try and considers it a den of promiscuity. He says he 
will take time to relate with a normal workplace 
where everyone is not going around with everyone 
else. He says sleeping around for promotions is quite 
normal and goes up to the Assistant Vice President 
level. Partho also got propositioned by an older mar- 
ried female colleague just before he resigned, but 


he declined. Just the same, he had to dump his girl- 
friend when he found out that she was two-timing 
him just for kicks. 

But that's not where the tragedy ends for Partho. 
His old school friend and also a former colleague, 
Arnab, died of drug overdose a few days ago. Arnab's 
wife had earlier left him when she caught him during 
one of his ‘night stands’. According to Partho, the 
BPO management was quite aware of Arnab's addiction 
to drugs but decided not to interfere since he was a top 
performer. Arnab did go into rehab once, but that 
didn't help. *There is so much pressure from the 
management to meet numbers 
and after getting abused so often 
by the goras, you tend to make 
up your self-esteem by drinking 
up or using drugs whenever you 
can," says Partho. 


PO India is in trouble. Big 

trouble. Even as the in- 

dustry grows at a break- 
neck pace over of 50 per cent 
per annum in terms of job cre- 
ation, according to à NASSCOM & 
McKinsey study, sucking in 
thousands of young, barely-ed- 
ucated workers from all over 
the country, it is spawning social 
and ergonomic problems on an 
unprecedented scale. Stories 
abound of young BPO workers 
losing control over their lives 
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SANJAY SINGH 

President/ HP BPO India 

Employees who need help have 
access to their manager to get the 
required support/counselling 


A DAY IN THE LIFE OF A BPO WORKER 


When India sleeps, the BPOs wake up to work. Here's how your workday would be if you worked in a BPO. 


Tha IE For a shift 


hat st: 


s at 10:30 p 
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FIZY]Get up and EII Pickup cab KEN Log in EETEVYY] Breakfast Can take an ear 
get ready, eat. arrives. First break break ak or can log-off ea 
or 15 minutes 


ETTZY Reach office Board cab 
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and straying into drugs, crime, unfettered promiscuity, 
and eventual depression and severe suicidal tendencies. 
Sure, there have been workplace-related problems as 
long as there have been workplaces. What makes the 
BPO's case so alarming and pervasive is the unique nature 
of the industry. Never before have young workers run 
an entire industry almost on their own; never before has 
an entire generation of young, white-collar workers 
worked only in the night, often away from their small- 
town families; and never before has any industry pulled 
so many youngsters into a world of make-believe, glam- 
our and relative affluence like BPO has. 

Before we get into the story, BT would like to clarify 
a few points: One, the objective of the story is to turn 
the spotlight on an emerging social phenomenon, and 
not be judgmental about what's happening; two, 
although none of the BPO workers that BT spoke with 


and dining gee 


CEILI] 15 minutes break 


- PAT Board the cab 
Be inner break 
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-HCL BPO TRAINING SESSION: The company has an ‘employee first’ policy ti 
actually puts employees ahead of customers 


had any issues about being named or disclosing the iden 


tity of their employers in print, we have chosen to retra 
from identifying the ‘problematic’ BPos and have used 
fictional names for the examples that opened thi 
story. The idea, as you can imagine, is to single ou 
issues, and not either the young workers or theii 
plovers. Finally, such problems relate more to voice 
based call centres rather than those that do pure back 
office work. But the fact is, voice-based business 
counts for 70 per cent of the industry's revenue. 
Coming back to the story, why is the BPO industi 
home to roughly 400,000 workers directly employed 
in it (by the end of 2008, the industry is expected to 
employ over 1.1 million people), mostly in the median 
age of 25, rife with a multitude of problems? Blame 
partly the nature of the industry and partly the comple» 
socio-economic changes taking place in the country (See 
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A Life of Pressure). To begin with, since the outsourc- 


bt cover story 


ing industry caters primarily to customers outside 
India, there's the issue of time zones. Most BPO work- 
ers work at night, and sleep during the day. Such a rou- 
tine tends to upset the natural bio-rhythm. They get 
sick, irritable, and depressed. In a bid to sound like the 
customers they serve, the call centre agents often assume 
a fake persona and put on a fake accent. As it turns out, 
switching between their real person and the fake per- 
sona isn't that simple. When a Jhanavi becomes a 
Genevieve or a Murali becomes a Mario, the associa- 
tion is not just with a temporary new identity, but 
somewhere it begins to seem that the real persona is less 
worthy. “The put-on accents seem to tell you that 
this new persona is far more ‘cool’ and respectable. It 
is another form of mental slavery we're witnessing, but 
it is insidious and, therefore, far more sinister," says Dr 
Ajit V. Bhide, psychiatrist, psychotherapist and 
independent researcher based in Bangalore. 

That's made worse by the nature of the job, which 
is monotonous, repetitive and heavily target-oriented. 
Often, the workers get only short breaks and must 
deal with indifferent or abusive customers. More 
importantly, there is little career progression. Not 
everyone who joins a call centre ends up becoming a 
team leader or moving into top management roles. 


EASY COME, EASY GO 


WHAT THEY MAKE... 


Agent/Customer Care Executive: Rs 10,000-40,000* 


Senior Agent: Up to Rs 50,000* 

Team Leader: Rs 40,000-60,000 

Group Leader: Rs 70,000 

*Largely comprises daily incentives on a fixed base salary 


"Everyone wants to be team leader because 
it sounds good and all their friends also as- 
pire to the same position irrespective of 
their individual capability," says V. 
Anandkumar, Wipro BPO's Vice President 
(Supply Chain & Employee Branding). 

The nature of workplace engagement is 
unique, too. Most of the BPO workers ride 
to and from work together, work just a 
few feet away from each other, and some- 
times also share apartments if they are stay- 
ing away from their families. Because of all 
that, “their personal and professional lives 
tend to fuse since they spend so much time 
together and, of course, this leads to prob- 
lems at the workplace," says Aditya Gupta, 
President, Infovision, India's biggest 
domestic-focussed BPO. 

Bangalore-based Archana Bisht, a co- 
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founder-director of 1tolhelp.net, which runs em- 
ployee assistance programmes (EAPs) for several IT 
companies, even has a name for this phenomenon: She 
calls it the ‘dis-inhibition effect’. “Because these peo- 
ple are living away from their homes and work night 
shifts, when chances of being ‘found out’ are low, they 
experience a dis-inhibition effect, which means the 
normal inhibitions that prevent people from doing 
something that is not socially acceptable no longer 
operate," she explains. 

At any rate, the majority of BPO workers are young, 
relatively inexperienced and immature, and when 
they suddenly find money and a lot of freedom—not 
to mention peer pressure—they often don't know 
how to handle this potent cocktail. Uma Arora, founder 
of idamlearning.com, another Delhi-based EAP firm, says 
that the problem tends to be worse in the case of 
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ASPIRATION CURVE 


bt cover story 


THE EXPECTATION CURVE 


Enthusiasm in a BPO job wanes quickly. Firms need to better engage 
with their employees to keep them happy and motivated. 


ASPIRATION 


EXISTING 







Recruitment ad/ 
walk in/ through 
consultants 


BPO campus 





Joining day 





Since the managers) 

3 recruiters might be 30 4 
and handling youngsters 
who are -20, they have to 
be trained to handle the 
new generation 


Training 








On the floor 





Monotonous job 


Source: Wipro BPO 


young workers who’ve come from smaller towns. 
Such people may be technically competent, but gen- 
erally lack basic etiquettes like how to talk to their 
seniors or girls or whether it is appropriate to shake 
hands or how to address the clients or even how to 
dress up. “They don’t know where to draw boundaries 
or how open to be in office relationships. They suffer 
from low self-esteem as they think their colleagues from 
bigger cities are doing better,” says Arora. 


Bisht, who often deals with such cases, agrees. She 
says that it might happen that a boy from a small 
town who has never freely mixed with members of the 
opposite sex assumes that he is in a long-term rela- 





On the floor 


Joining day 


BPO campus 


Recruitment ad/ 
walk in/ through 
consultants 







tionship, even though he would 
have just gone together with the 
girl for a cup of coffee a couple of 
times. “He is devastated when he 
sees his ‘girlfriend’ with some other 


person,” she says. Bisht isn’t exag- 

ON THE RISE gerating. Take the well-publicised 
case of Gururaj Kishore, an em- 

Satisfying ployee of Aviva contact centre in 


Bangalore, who last year killed his 
colleague Tanya Banerjee when she 
mocked his marriage proposal. 
Apparently, Banerjee herself had a 
police history, having been charged 
under the Immoral Trafficking Act in 
Kolkata in 2005. “Sexual promiscuity, 
ethanol (alcohol) dependence and 
rapid burn out among some techno- 
logically brilliant but emotionally unin- 
telligent, or perhaps not so intelligent, 
are some common traits here,” says Bhide. 
“They live in an unreal world that often 
borders on the undesirable,” adds Raman 
Roy, Chairman and Managing Director of 
Quatrro and a BPO pioneer. 


The Employer Response 


As much as the employees, employers suffer when 
things spin out of control at the workplace. BPOs are al- 
ready paying a big price for this unprecedented phe- 
nomenon. According to some estimates, the loss of pro- 
ductivity (and investment in the person) can range 
from Rs 30,000 to Rs 70,000 per person if a new hire 


D.P. SINGH | 
VP (Strategic HR)/ IBM Daksh 

Both personal and emotional 
problems can be handled best by 
an experienced counsellor - 


daily work 













Training 


















ends up having problems within the first 60 
days. In the case of a tenured operations person, 
the figure can touch Rs 95,000. That means a 
BPO with 15,000 employees and an average rate 
of attrition can lose as much as $25 million (Rs 
102.5 crore) a year. 

Understandably, then, the BPOs are going 
out of their way to deal with the problem. 
Companies like Infosys BPO, IBM Daksh, and 
Genpact lay a lot of emphasis on induction 
and orientation programmes. At Infosys BPO, for 
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NEW HIRES AT IBM DAKSH: The BPO has recently launched Mitr, a counselling 
service for its employees that allows them to phone in, meet or e-mail a counsellor 


example, the induction programme goes on for a 
month and the recruits are trained not only for skill- 
sets, but also for workplace etiquettes and other be- 
havioural aspects. Genpact says it racks up 5 million 
hours of training every year, and new hires go through 
at least 6-8 weeks of induction and training. 

Most of the other top BPOs have similar practices. 
At HCL BPO, there's an emplovee first policy that ac- 
tually puts employees ahead of customers. There are 
dedicated line HR teams for each delivery centre and 
they are assisted by employee engagement SPOCs (sin- 
gle point of contact) whose job is to ensure speedy res- 
olution of employee issues. Some others such as 
Gurgaon-based Vertex offer a straight communication 
line to the CEO, besides which the executive team 
regularly takes out groups of employees, by turn, for 
lunch or dinner under an initiative called Sparsh, 


meant to connect team members. 

Although well-intentioned, such programmes don't 
do two things: One, identify the best-fit employee 
ahead of recruitment and, two, offer professional coun- 
selling, which is what some of the deeply troubled 
employees may need. In recognition of that, IBM Daksh 
recently launched Mitr (or friend), a counselling service 
tor its employees that allows them to phone in, meet or 
e-mail a counsellor. D.P. Singh, Vice President (Strategic 
HR), IBM Daksh, says, there were strong indications 
coming from various quarters that such an initiative was 
needed. The firm also has a ‘speak-up’ programme 
that allows employees to raise issues anonymously. “I 
believe that the typical age group that we are dealing 
with is bound to have personal and emotional problems, 
which can be handled best by an experienced coun- 
sellor,” says Singh. Agrees Ashu Calapa, Vice President 
of HR at Firstsource, which launched counselling three 
years ago: “Eighty per cent of the time, the employees 


FROM THE COUCH 


Most of the problems that BPO workers take to 
counsellors are related to relationships. 


have personal problems that need sorting out.” 
At Wipro BPO, which runs a counselling programme 


Career growth concerns, performance issues, balancing 
work and life, and issues related to working on shifts. 


WORK 12% 







Issues like parenting, child/elder care etc. 


OTHERS 13% 
im. SELF 25% 
| RELATIONSHIPS 50% 


Choice of marriage partner, conflicts with parents over pre-marital choice, 


Heightened emotionality, shyness, loneliness, sex, lack of 
confidence, concerns related to speech and communication. 


workplace romances, pre-marital relationship problems, marital disagreements, 
conflicts over finance, and relationships with multiple partners. 


Source: 1tolhelp.net 
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Gururaj Kishore 
(centre), an 
employee with 
Aviva BPO killed 
his colleague 
when she 
declined his 
marriage proposal 





also called Mitr, employees with background in 
psychology can volunteer for part-time counselling. 
Infosys BPO has a 24/7 helpline manned by a team of in- 
house psychiatrists. Says Nandita Gurjar, the firm’s Vice 
President of HR: “Whenever someone gets in touch with 
the helpline, we try to delve into the deeper aspects of 
an employee’s issues and identify the root cause.” 
Others say professional counsellors may be a better op- 
tion, since not all employees feel comfortable sharing 
their problems with colleagues. Says Aniruddha Limaye, 
Chief People Officer, WNs: “We haven't had any peo- 
ple-related incidents yet, but we introduced coun- 
selling early this year because it is a progressive step.” 

Some others tend to be more proactive. HeroITEs, 
a Delhi-based call centre, conducts surprise drug and 
alcohol tests to keep a check on substance abuse. HC! 
BPO plans to introduce a programme to reorient its 
employees on cultural issues. *Cultural values need to 
be adhered to in this kind of environment and while 
the new employees have their core values in place, the 
cultural re-orientation would be more focussed on 
existing employees," says A.P. Rao Head (HR), HCI 
Technologies, BPO Division. 


An India Challenge? 


By all accounts, the problems that BPOs in India are going 





through are unique to the country. 
Globally, 50 to 70 per cent of the work- 
force tends to comprise women. In India, 
women make up less than 30 per cent of 
the workforce. There are several other dif- 
ferences, as brought to light by a recent 
Global Call Centre Report by Cornell 
University. World over, only 22 per cent 
of the call centres employ graduates; in 
India it is more than 60 per cent; the 
percentage of permanent employees on an 


D. SUBHALAKSHMI 
Vice President (HR)/ Genpact 


The employee needs to be able to trust 
and respect his front line manager 
and talk to him if he has a problem 


average is 71 per cent (in South Korea it is 40 per cent), 
but in India the figure is 100 per cent. 

The net result is that there is a mismatch between 
what the young workers expect and what the job can at 
best offer. Add to that the increased exposure to 
different ways of life, high disposable income and free- 
dom from traditional societal norms, and the cocktail 
gets potent enough to blow up. Says Karuna Baskar, 
counselling psychologist with 1tolhelp.net: “In situations 
like this, professional counselling could be very useful 
in enabling young people to make informed decisions, 
preterably before they land up in such serious situations.” 
Indeed, once someone has slipped into unhealthy or de- 
meaning relationships or drug addiction, “the path 
back is much more difficult,” says Baskar. 

Perhaps, parents have a role to play, too. But as 
Sukhdeepak Malvai, CEO, M-Power (an HR solutions 
company) says, people in this age group are experi- 
encing new-found freedom and don’t always listen to 
their parents. “My opinion is that they don’t have the 
emotional maturity to handle that much money with 
that much freedom and they don’t listen to elders so the 
problem intensifies,” Malvai puts it bluntly. According 
to him, someone who can’t take it should either get out 
of the industry or get some professional help and 
learn to cope with the pressures. 

Others see it as the teething troubles of a nascent 
industry. Says Gurjar of Infosys Bro: “I have a basic trust 
in life. They are basically swayed by the economic 
boom, but I am sure they cannot live like this for 
long. People will calm down. They will stabilise." For 
the sake of the industry and its young workers, let's 
hope Gurjar's words come true. & 
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The traditional suitcase-style lobbyist is alive and kicking, but the 
deregulated economy has spawned a new variety that believes 
in using case law-style advocacy to effect policy changes. 

BALAJI CHANDRAMOULI AND AMAN MALIK 


Done deal: Arun Sarin (far night) of 


Vodafone and Ravi Ruia (left) of Essar 
Shaking hands with Dayanidhi Maran 
former Communications & IT Minister 





HIS IS ONE DEAL THAT 
ought to have spent the 
least amount of time in 
the government’s court, 
since it only involved a 
transfer of ownership from one for- 
eign company to another. Instead, it 
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took three long months of intense 
lobbying by CEOs of four top-rung 
companies, the active services of 
several independent lobbyists and 
support of some key, industry- 
friendly, government officials and 
scores of visits to the Department of 





Industrial Planning and Promotion 
by Matthew Kirk, Director of 
External Relationships, Vodafone, 
and a former UK diplomat, to push 
the deal through. The deal: the 
$10.9-billion acquisition of Hong 
Kong-based Hutchison Telecom's 


Tm; TT 





wá 


OWNER- WË S| 
PROMOTERS 


From Ratan Tata (above left) to Mukesh 
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CONSULTANTS 


เมตร They wort e "if bs” 
network, have better access than 
employee-lobbyists, and know the lay 

of the land better than most. 


EFFECTIVENESS: High, since they know how 
the system works, and which levers to pull. 
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THE LOBBYIST 
UNIVERSE 


Lobbying comes in all shapes and sizes. 
Here's a look at some of the popular genres 


PROFESSIONAL 
EMPLOYEES 


Reliance Industries’ Shankar Adawal (below left), 
k... Ranbaxy Laboratories’ 
Ramesh Adige (below right) are some senior ex- 
ecutives who have extensive domain knowledge 
and champion specific issues. 

MODUS OPERANDI: Mostly interact with key 
bureaucrats or lobby via industry associations. 


EFFECTIVENESS: High, since they know the 
innards of their industries and can make 
compelling, fact-based arguments. 








MODUS OPERANDI: They try to appeal to the 
party high commands or the concerned 
ministers directly. 
EFFECTIVENESS: Medium. They are typically 
used in addition to other lobbyists. 





AGENTS 


Dime a dozen, these are largely fixers 
and do not have the domain knowledge 
or credibility of other lobbyists. 

MODUS OPERANDI: They keep track of 
bids, file status, work through lower 
level bureaucracy, and grease palms. 


EFFECTIVENESS: Medium to high. 
This is an 'evergreen' species. 


stake in Hutchison Essar by ui 
based telecom major, Vodatone. 

The CEOs in question—Ravi 
Ruia of the Essar Group, Max 
Group's Analjit Singh, Hutch Essar’s 
Asim Ghosh and Arun Sarin of 
Vodat 
toast to the deal much earlier but tor 
a query from the government on 
whether or not Vodafone was 
breaching the foreign equity limit of 
74 per cent, since Analjit Singh and 
Asim Ghosh’s equity in Hutch Essar 
was guaranteed by Hutchison. Had 
the government not finally accepted 
the telecom major’s contention that 
the nationality of the equity holder 
and not the guarantor counts, 
Vodafone's hard-fought, big-bang 
deal would have come unstuck. 
Says Max’s Singh: 
ing is about filling information gaps 
in the system.” 

Well, things may not be that 
simple yet, but Singh has a point. 
The Vodafone deal demonstrates 
the evolving nature of lobbying in 
the country. “Lobbying has gradu 
ated from ‘suitcase-style’ lobbying to 
‘case law-style’ lobbying,” 
out Dilip Cherian, a Partner at pub 
lic relations firm, Perfect Relations, 
who was part of Vodafone's lobby 
group. His point: there’s a growing 
realisation among companies that 
it's important to argue their case 
with the government on merit, and 
not by greasing the palms of politi- 
cians. Agrees Ramesh L. Adige, 
Executive Director, Corporate 
Affairs, Ranbaxy Laboratories, who 
is the pharma major’s chiet liaison 
with the government: “Lobbying 
is fast becoming a professionally- 
managed and, therefore, an ethical 
and transparent activity.” 

To bolster his point, Adige, who 
previously worked in the automo- 
tive industry with Fiat, cites the re- 
cent case of extension of policy that 
allows pharma companies tax re 
lief to the extent of 150 per cent on 
R&D spends. The policy, which was 
to expire in March this year, got a 


] have raised a 
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five-year lease on life, despite 
Finance Minister P. Chidambaram's 
initial disinclination. “I logically 
argued my way up the system and 
convinced the finance minister," 
claims Adige. Result: Ranbaxy, 
which has an annual R&D budget of 
Rs 500 crore, saves close to Rs 100 
crore a year in taxes over the next 
five years. 

Not too long ago, effecting such 
a policy change may have simply 
meant a quid-pro-quo, where 
money is exchanged for a favour. 
However, deregulation over the 
years has meant that there are fewer 
government approvals required, 
less bureaucratic control over rules 
and regulation, and far more ac- 
cess to information. The Right to 
Information Act, for instance, al- 
lows anyone to access information 
from government departments, in- 
cluding the freedom to "inspect 


works, documents and records". 
With their decisions open to 
scrutiny, bureaucrats want to play 
by the rules more than ever. Says a 
veteran of the lobbying business: 
"Corruption continues to be ram- 
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pant in the government, but that is 
not a substitute for a convincing 
case." Moreover, to have a con- 
vincing case is no longer a suffi- 
cient condition; it is a necessary 
one. In other words, you may still 
have to pay money to get your 
work done, but vou can no longer 
hope to blatantly violate the law. 
However, if a company believes 
that a particular law or regulation is 
counter-productive, it can lobby— 
by building favourable opinion 
among key stakeholders—for a 


change in it. 


The Modern-Day Lobbyist 


So, what role does the lobbyist play 
in today's business environment 
and who are the big backroom boys 
in this evolving business? While 
the Hutch-Vodafone deal was about 
skirting the Foreign Direct 
Investment (FDI) policy hurdle, in 
other sectors where regulation 
needs to evolve far more, the chal- 
lenges are of a different order: 
nudging deregulation, pushing the 
policy envelope for business op- 
portunities. A case in point: devel- 
oping large special economic zones 
(SEZs), where land acquisition is a 
contentious issue. Everyone from 
Reliance Industries (for its Raigarh 
SEZ) to the Tatas (Singur) have had 
to face popular ire, and work with 
the concerned governments to get 
things done their way. 

For Reliance Industries! key lob- 
byist in Delhi, Shankar Adawal, a 
former Nortel employee, the task of 
putting together the Rs 25,000 
crore Haryana SEZ wasn't easy. He 
had to convince the Haryana gov- 
ernment on the merits of the proj- 
ect and explain what it would mean 
for the state's economy. Evidently, 





VODAFONE LOBBIED HARD TO CONVINCE THE GOVERNMENT THAT 
ANALJIT SINGH'S STAKE IN HUTCH-ESSAR DID NOT VIOLATE FDI LIMIT 





the state government (via the 
Haryana State Industrial 
Development Corporation, HSIDC) 
was impressed enough to accept a 
10 per cent stake in the project in 
return for 1,500 acres of prime 
HsIDC land near Gurgaon. 

For Adawal, it wasn’t the first 
encounter of such kind. About 
four years ago, when Reliance 
Infocomm (as it was called then) 
faced disconnection over viola- 
tion of licence conditions as a 
fixed line operator, it was Adawal 
who worked the system to save 
Infocomm’s Rs 15,000 crore in- 
vestment in telephony. As it turned 
out, the government came out 
with a unified licence policy that 
allowed CDMA-based fixed line 
service to go mobile. Today, 
Infocomm, now called Reliance 
Communications, has a market 
cap of close to Rs 1,10,000 crore. 
When contacted, Adawal refused 
to comment. 

Another industry that’s peren- 
nially at the receiving end of gov- 
ernmental wrath is tobacco. Like 
those elsewhere in the world, the 
Indian government sees tobacco as 
a ‘bad’ industry and, therefore, pe- 
nalises it with ever-rising taxes. Yet, 
it’s loath to shut it down because to- 
bacco fetches as much as Rs 8,000 
crore in central taxes, or 8 per cent 
of the total Excise tax collections. 
The challenge for cigarette manu- 
facturers such as ITC is to ensure 
that the increase in taxes is low 
enough to allow profitable survival. 
K.S. Vaidyanathan, Senior Vice 
President, Corporate Affairs, ITC, 
is the man who defends the interests 
of India’s largest tobacco company. 
Vaidyanathan, who is also a mem- 
ber of ITC's four-member Corporate 
Management Committee, is now 
lobbying hard to ensure that FDI in 


THE LOBBYISTS 
FAVOURITES 


There are several sectors where foreign 
direct investment is still restricted, 
providing plenty of scope for lobbying. 





tobacco is placed on the negative 
list—the only way to ensure a blan- 
ket ban on FDI in the business. 
Currently, FDI is discretionary. 
Having fended off Philip Morris’ 
(which already has a local partner in 
Godfrey Phillips India) attempt to 
set up a manufacturing unit in India 
in 2001 (the government turned 
down the application), 
Vaidyanathan, a 25-year ITC vet- 
eran, argues that since the tobacco 
industry is licence driven and the 
government has not issued a licence 
in the recent past despite market 
demand, “there is no case for FDI in 
this business.” 

Vaidyanathan’s moment of glory 
was two years ago, when he lobbied 
with the government to revoke an 
Ordinance that sought to extract 





Rs 800 crore from 116 towards al- 
leged evasion of Central Excise du- 
ties. On the back of a Supreme 
Court order, rc ended up paying 


only Rs 300 crore. Says 
Vaidyanathan: “Since we are a pro- 
fessional-driven company, unlike 
other family-driven concerns, cash 
transactions to facilitate policy shifts 
are simply not possible. For us, in- 
ter-personal skills, domain knowl- 


edge and complete understanding of 


the political and bureaucratic system 
are critical to effective lobbying." 


Often times, like in the case of 


Vodafone, nothing less than inter- 
vention by the promoter suffices— 
especially, in the case of sectors 
such as petroleum and aviation that 
are in the throes of deregulation 
and hence the rewards are immense. 
Liquor-baron-turned-aviation-czar 
Vijay Mallya of Kingfisher fame, 





VAIDYANATHAN OF ITC LOBBIED WITH THE GOVERNMENT TO REVOKE 
AN ORDINANCE THAT SOUGHT TO EXTRACT RS 800 CRORE FROM ITC 
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who recently acquired Air Deccan, 
a low-cost carrier, is well on his 
way to bringing down a policy wall 
that prohibits airlines that aren't at 
least five years old from flying over- 
seas. Why? Kingfisher Airlines is 
just three years old, and Mallya is 
keen to fly foreign routes. The 
Union Cabinet is currently mulling 
such a proposal, and if the deci- 
sion goes in favour of Mallya, then 
Kingfisher may start flying over- 
seas next year. 

Professional employees are, 
however, just one variety of lob- 
byists (See Tbe Lobbyist Universe). 
Retired bureaucrats also make key 
allies in the battle to woo the sys- 
tem. Until recently, such lobbyists 
have preferred to work within com- 
panies—either as board members 
or advisors—but the changing pol- 
icy environment has emboldened 
a few of them to set up shop on 
their own. Take for instance, Pradip 
Baijal and C.M. Vasudev, former 
Chairman of TRA! and Expenditure 
Secretary, respectively. The two 
have floated Neoses, a consulting 
firm, that advises companies on 
how to deal with government de- 


GOVERNMENT 


PROCUREMENT 


Huge purchases by government create 
immense opportunities for pay-offs. 


SECTOR 
CONTRACTS/ANNUM 


DEFENCE 
Rs 32,000 crore 








POWER 
Rs 15,000 crore 





OIL 
Rs 20,000 crore 














TELECOM 
Rs 7,200 crore m 





HIGHWAYS 
Rs 10,000 crore 


Numbers are estimates 





partments. One of their clients is 
Huawei Technologies, whose 
application for clearence to supply 





equipment to BSNL has been hanging 
fire due to security concerns. Huawei 
is a Chinese company and is said 
to be owned by communists close to 
the Chinese establishment. Says 
Baijal: *We understand the processes 
involved in government approvals, 
and are hence able to help foreign 
companies do business in India." 


Beating Xenophobia 
Multinational companies have other 
shoulders to lean on when they run 
into trouble with Indian regulation. 
Take, for instance, the Investment 
Commission, set up at the behest of 
the Prime Minister to woo foreign 
investment. When the fertiliser min- 
istry slapped a notice on Dow 
Chemicals, the owners of Union 
Carbide, seeking a financial deposit 
for the clean-up at Bhopal, the com- 
mission's chairman Ratan Tata in- 
tervened and offered to get the 
cleaning up done in Bhopal on be- 
half of Dow. For Dow, it was not 
the financial burden of the deposit, 
but the fact that paying the deposit 
would implicitly indict it for the 
Bhopal disaster that claimed 400 
lives and left thousands others with 
chronic illnesses, that was a bigger 
consideration. Dow has big plans for 
India, starting with supply of tech- 
nology for Reliance Petroleum's 27 
million tonne refinery, which is be- 
ing built at a cost of Rs 25,000 
crore. Apparently, Tata's interven- 
tion, criticised by several Bhopal- 
based NGOs, has paid off for Dow, 
since its technical tie up with 
Reliance has been cleared. 

Given that the lay of the policy 
land in India can be complex, MNCs 
have traditionally preferred to part- 
ner with Indian companies. In sec- 
tors where their entry is still re- 
stricted, the case for a tie-up is even 
stronger. Take retail, for example. 


FORMER CHAIRMAN OF TRAI, PRADIP BAIJAL, ADVISES FOREIGN 
COMPANIES ON HOW TO DEAL WITH THE INDIAN GOVERNMENT 
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CONGRESS (I) MP SALMAN KHURSHID ONCE LOBBIED FOR RELIANCE 
INDUSTRIES WITH THE PETROLEUM MINISTRY 





After spending years trying to per- 
suade the Indian government to al- 
low its entry, giant Wal-Mart fi- 
nally decided to partner with Bharti 
Enterprises. Under the deal, Bharti 
will operate the front-end (the 
stores), while Wal-Mart will manage 
the supply chain and sourcing. 
When those opposed to foreign re- 
tailers criticised the tie-up as a back- 
door entry for Wal-Mart into Indian 
retail, it was Bharti Enterprises' pro- 
moter Sunil Bharti Mittal himself 
who personally wrote to several 
Members of Parliament to defend 
the joint venture. 

But lobbying is not a uni-di- 
mensional activity; it requires mul- 
tiple approaches and pressure 
points. That's where politicos and 
the judiciary come in. Two years 
ago, Salman Khurshid, a Congress 
(D Member of Parliament, who 
heads the party's activity in Uttar 
Pradesh, wrote to the then 
Petroleum Minister Mani Shankar 
Aiyar, seeking his intervention in a 





Rs 473-crore reimbursement that 
Reliance's 33 million tonne 


Jamnagar refinery was seeking 


from the government. Says 
Khurshid: "Yes, I wrote the letter. 
If you are in public sphere, public 
interest needs to be pursued. Often 
times, the affected persons are not 
heard in the right quarters." His 
bottom line: *This does not 
amount to lobbying as I also argued 
for oil sector workers against the 
privatisation move." 

Sometimes, taking the judicial 
route can help, too. Consider the 
fight over trials of genetically mod- 
ified (GM) crops. When those op- 
posed to GM trials felt that one of 
the co-chairs of the Genetic Enquiry 
Approval Committee, C.D. Mayee, 
was not a disinterested party, they 
approached the Supreme Court, 
which ordered a review of Mayee's 
appointment. Their argument: 
Mavee was also on the board of an 
organisation that is funded by 
Monsanto and Bayer, key players in 
the GM market, and hence there 
was a conflict of interest. Says 
Prashant Bhushan, Advocate, 
Supreme Court, and a well-known 
judicial activist: “In such cases, 
judicial activism is an efficient way 
of delivering results.” 

One sector where the traditional 
agent-lobbyist holds sway is the pub- 
lic sector, where procurements run 
into thousands of crores of rupees 
every year. Two years ago, Russian 
power major Technoprom Exports 
quoted the lowest price for a boiler 
for power major NTPC's 2,000 Mw 
Barh project. The Rs 2,000-crore 
deal, however, ran into trouble when 





close to a year ago its India repre- 
sentative was raided by the Central 
Bureau of Investigation. The provo- 
cation: Information that $20 mil- 
lion had allegedly changed hands. 
Early this year, NTPC sought clarifi- 
cation from the Russian supplier on 
whether or not it had appointed an 
agent for the deal. 

Meanwhile, the government is 
going easy on the case; it has asked 
the power ministry to treat the cor- 
ruption issue separately from the 
contracts issue, contradicting NTPC's 
bidding rules that debar any com- 
pany that operates through an agent. 
Based on this ‘advice’, NTPC is in 
the process of awarding the con- 
tract to Technoprom. 

The shape of lobbying to come 
will be defined not just by the pace 
of deregulation, but also the level of 
transparency with which it is at- 
tempted. One thing's for sure, 
though. Lobbying has become a 
much more sophisticated game that 
no company can afford to 
take lightly. m 


SHANKAR ADAWAL OF RELIANCE INDUSTRIES LOBBIED WITH THE 
GOVERNMENT TO SEE THE MERITS IN ITS HARYANA SEZ PROJECT 





BO : 


SINESS TODAY IULY 1$ 





BOLDNESS CHANGES EVERYTHING. 


Z< 
ArcelorMittal 


transforming 


Do you believe in the power of boldness? Those who dreamt of the Millau Viaduct did. At ArcelorMittal, 
we believe in boldness. Because boldness can change everything. It creates opportunities to redefine | tomorrow 


excellence, to lead our industry and to transform tomorrow. 





www.arcelormittal.com 





HSIWN Ag SHAVHOOLOHG 


| เพ ASO) 


IN THE 
NAME OF 
THE FATHER 











Maverick entrepreneur Subhash Chandra 
has tossed his son, Punit Goenka, into 
the deepest end of the Zee broadcasting 
empire. The 33-year-old is beginning to 

deliver, in his own Way. ANUSHA SUBRAMANIAN 


DECADE AGO A WET- 
behind-the-ears Punit 
Goenka joined Asc 
Enterprises, a venture 
his father Subhash 
Chandra had conceived in typical 
maverick style. ASC’s plans 
included the launch of satellite 
mobile, multimedia and broad- 
band services and retailing of 
telecom hardware. Its biggest 
ambition, though, was to put a 
satellite into space. The satellite 
made sense from the point of view 
of Chandra’s broadcasting opera- 
tions, under the Zee umbrella of 
channels, as well as his direct-to- 
home (DTH) services. As of today, 
however, Agrani (that’s what the 
satellite was to be called; it means 
‘staying ahead’ in Sanskrit) isn’t yet 
airborne, and ASC Enterprises does- 
n't exist in its original avatar. It’s 
been merged with Dish Tv, the 
DTH service provider from 
Chandra's Essel Group. Chandra, 
say those close to him, hasn't given 
up on his plan to launch a satellite. 





The man who took over the ailing 
satellite company ICO Global along 
with a US entrepreneur at the turn 
of the century may still build a 
satellite, either on his own or in an 
alliance. Nothing, however, has 
been finalised yet. 

What is fairly clear, though, 
is that his son Goenka is no more 
involved with Asc or the satellite 
programme. Since January 2005, 
the 33-year-old low-profile 
Goenka—who had done a short 
stint with Zee Music before Asc— 
has been in charge of Zee's flag- 
ship channel Zee Tv. More 
recently, he also took charge of 
Zee Cinema. The entire Zee net- 
work, dubbed Zee Entertainment 
Enterprises (ZEEL), has Pradip 
Guha as CEO. 

Goenka assuming charge at 
Zee TV coincides with the Hindi 
entertainment channel’s best run in 
a long time. According to TAM, 
relative channel share has 
increased by 61.5 per cent, from 
13 per cent in 2004 to 21 per 


cent in 2006. As of May 2007, 
the share increased further to 
23 per cent. Between 2004 and 
2006, rivals sTAR Plus and Sony 
Entertainment Television (SET) 
have seen a decline of 20 per 
cent and 28 per cent, respec- 
tively, in relative channel shares. 
In 2007 till May, STAR and SET 
had lost further ground, with 
their channel shares settling at 
42 per cent and 12 per cent, re- 
spectively. What's more, in the 
last nine months Zee TV's gross 
rating points (GRPs) have im- 
proved significantly, from 190 
to 240. The upshot? From a dis- 
tant #3 in 2004, Zee Tv is well 
placed today in the runner-up 
position, quietly chipping away at 
the leader's share. 

How much of this turn- 
around in viewership would you 
attribute to the tyro who had an 
arguably forgettable stint at Asc 
Enterprises? Plenty, if you believe 
what those working with him 
have to say. As Nitin Vaidya, 
Executive Vice President, Zee 
Regional Channels, who has 
been with the group for nine 
years now, puts it: "There's been 
a noticeable change (since 
Goenka came on board). There is 
positive energy flowing. Above 
all, there is no fear of failure 
anymore. Earlier, each channel 
operated on its own and never 
shared or exchanged ideas. Now 
there is a lot more learning and 
exchange of ideas within the var- 
ious teams." What's more, attri- 
tion rates have fallen to less than 
15 per cent from 34 per cent 
two years ago, when Zee TV 
regularly hit the headlines for 
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The flagship channel 
has been gaining over 
the years. 
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Whilst Zee Chairman Subhash Chandra is 
doubtless a pioneer, execution has not been 
one of his fortes 
















the string of CEOs and senior 
executives who walked in and 
quickly walked out. Executives 
working with Goenka point out 
they have little problems in their 
interactions with him; with 
Subhash Chandra on the other 
hand, the stature of the man 
made it difficult for two-way 
communication. 

For his part, Goenka, a 
Bombay University graduate, 
prefers to be modest about the 
comeback. Says the Director, 
ZEEL and Business Head, Zee 
Tv and Zee Cinema: “Personally, 
I don't think I have brought 
about any change. The credit 
goes to the team that has made 
this possible. All we did was to 
identify what genre we would 
like to play in and how we 
should be telling our stories." 

Clearly, Goenka's still got a 
long way to go—after all the 
gap between STAR TV and Zee TV 
is still a yawning one—which 
may explain why he is some- 
what reluctant to pop the cham- 
pagne. His seven year stint at 
AsC—where he worked his way 
up the ladder—in challenging 
circumstances may have been a 
baptism by fire, but it was also 
an ideal environment for team 
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work, team building and decision-mak- 
ing. Says Pradip Guha, CEO, ZEEL: 
*Leadership is all about getting the 
best out of one's team. Punit has been 
a great cohesive influence on the Zee 
TV team. He is able to take bold deci- 
sions for the channel, consonant with 
the strategic plans of the network. 
Goenka confesses that more than any- 
thing else it's technology that still gets 





How the group's broadcasting operations stack up. 


«GENERAL BROADCAST 
Zee TV, Zee Smile 
«MOVIE CHANNELS 
Zee Cinema, Zee Studio, 
Zee Action, Zee Classic 


£ “NICHE GENRES 
x Zee Sports, Ten Sports (50 per 
cent stake), Zee Trends, 
Zee Café, Zee Music 


«QVERSEAS CHANNELS 
Zee Arabia, China operations 


«CONTENT SYNDICATION 


Zee Turner (74 per cent with Zee) 




















his adrenaline racing. *I do not 
understand content much. But I am 
slowly understanding what works and 
what does not. I am going along with 
what my team says," says Goenka. 

At the heart of Goenka's success has 
been his ability to address what was 
going wrong at Zee TV. 

*Ever since we launched in 1992 
we have always been a progressive 
channel. Our view was that progressive 
is good but it does not address the 
mass who need the stories to be told in 
a simple way rather than be intelli- 
gent. The only decision I jointly took 
along with the programming and mar- 
keting team is to change our story 
telling style to suit the masses." 

The stories haven't changed. The 
strategy has. And its execution too. 
Explains Ashvini Yardi, Senior Vice 
President (Programming), who has 
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LITTLE BROTHER'S WATCHING 


Amit Goenka, Subhash Chandra's youngest son, is at the 
forefront of the group's convergence initiatives. 


F PUNIT GOENKA HAS MADE THE BIG LEAP 

into the flagship business of broad- 
casting, Amit Goenka (30), the younger 
sibling of Punit, doesn't seem to be in 
too big a hurry to do so. Goenka does 
have a stint at Zee Telefilms to his 
credit, but currently he is dabbling in 
broadcasting of a slightly different kind. 
Amit is Managing Director of Dakshin 
Media Gaming Solutions, a company 
that has launched India's first 24-hour 
interactive gaming television channel, 
Play TV. A brainchild of Amit, Play TV 
has been launched with the idea of 
cashing in on India's growing gaming in- 
dustry and the beginning of an entirely 
new genre of entertainment, where interactivity redefines television 
viewing. According to Amit, in Asia a 24-hour gaming channel like 
Play TV is nascent although globally gaming with a dash of entertainment 
and lifestyle is a huge market. 

Amit is at the forefront of the group's initiatives on the convergence 
front. A graduate of Business Administration from the Apeejay Institute 
of Marketing, New Delhi, Amit has always been interested in technology. 
The first venture that he started was Cyquator Technologies, a company 
that was in the e-solutions space. Given his interest in gaming and tech- 
nology, Amit has also been actively involved in managing the affairs of Pan 
India Network Infravest (formerly known as Playwin Infravest), an online 
gaming company, for the past three years. Amit was also closely associated 
with the group's bid for ICO (the satellite company) and its subsequent 
restructuring. He's also on the board of several Essel group companies, but 
clearly what gets Amit going is identifying and evaluating new business op- 
portunities for the group. For instance, recently he launched an all sports 
magazine, which promises to provide innovative coverage and analysis of 
both international and Indian sport. The magazine will cater to all sports 
with equal attention to games like football, golf, Formula One racing, bas- 
ketball, hockey, and, yes, cricket too, but in moderate doses. 


Tech Talk: Younger Goenka 
is betting on gaming channel 


been with the broadcaster for 
close to a decade: “What we 
realised from our research is that 
earlier we told simple stories in a 
complex manner. So, while we 
stuck to same genre of program- 
ming and targeted women, we 
changed our story telling style 
and made it simpler. We are not 
preachy from day 1 and instead 
let our stories take a slow turn." 

The revival also took a slow 


turn. Another problem with Zee's 
programming was that budgets 
were meagre relative to STAR and 
Sony, which resulted in shoddy 
production values. Earlier seri- 
als like Kamal, Kohi Apna Sa and 
Kittie Party sank without a trace. 
The tide turned only in October 
2005 with Saat Phere, which cur- 
rently enjoys television rating 
points (TRPs) of 3.4. That was 
followed in January 2006 by the 


(= Uu 


At IIPM the Degree that our students get is just incidental. They doa a course in Entrepreneurship which 
incorporates MBA + MA (Econ.) + Compulsory Marketing Specialization 


T3 3. = EP x Ka. x 
a E ว L " > per. x` ee, 
+ 
I | 
^ v 
- (z za so ash: 4 , 
Aet * < hl F^ TW 


E Communication Sits Ting 


4 [อ ET 


"D 


"PM provides 


x x 


? d ne "i ee d 


100% of IIPM graduates have international exposure vog our Global Opportunites and Threat Analysis programme - idi to 
more than a dozen different professors & management gurus | from Ivy League universities like Harvard, Yale, Columbia ; and top B-Schools 
like INSEAD, IMD, | LSE, LSB, | Wharton etc. 


IPM Alumni include the Managing Director of Fuji Xerox, HongKong, Executive Director Business Strategy & Dev., Oracle Corp., Singapore... 


For Campus Placements call Prof. Rakesh Malhotra at +91-9873399108 or r Prot. Shouvick Dutta “as at +91-9892261539 
E-mail : info@iipm.edu; www.iipm.ed 


9 fully networked smart campuses | Ranked 8th in India overall, 2nd in industry interface & 4th in course 
contents | 400+ permanent faculty members | 700+ companies for campus placements annually 








available on 





bt media 


launch of Kasamh Se (current TRP: 
3.25). Backing these soaps are 
sophisticated promos and plenty of 
on-ground activities. “We have been 
careless in the past. But now the 
focus is on marketing. Below-the-line 
activities help us to get closer to 
our viewers,” says Tarun Mehra, 
Senior Vice President (Marketing). 
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Zee TV's Yardi: New style in telling 
stories worked for the channel's soaps 


Clearly, the decision to step up 
investments in content and mar- 
keting has paid dividends. From 
35-40 per cent of advertising rev- 
enues historically, these investments 
were scaled up to 75 per cent in 
2006. In the current year, content 
and marketing spend will hover 
around 60 per cent of ad revenues. 
According to Nikhil Vora, Partner at 
broking house SSKI Securities, the 
benefits of increased investments 
into content have started accruing, 
both on the rating chart as also in 
advertising revenues. ZEEL now has 
17-20 shows consistently featuring 
among the top 50. “ZEEL’s adver- 
tising revenues have been growing at 
over 20 per cent per annum on the 
back of three rate hikes effected 
during this period,” writes Vora, 
in June report on ZEEL. 

Having got its content act 
together, perhaps it’s an opportune 


time to hike ad rates. Points out 
Girish Swar, a media analyst with 
ASK Securities India: “There is a 
huge price difference in terms of 
advertising rates between Zee TV 
and STAR Plus, which means there is 
plenty of room for ZEEL to grow 
its advertisement rates.” Currently, 
the advertising rate on the prime 
time slot (9-11 p.m. band 
on weekdays) on Zee TV is 
in the Rs 75,000-1 lakh 
range. The ad rates on STAR 
Plus on the same time band 
are between Rs 1.30 lakh 
and Rs 2 lakh. On week- 
ends, the rates are based 
on the properties. Zee TV 
commands approximately 
Rs 1.20 lakh for Saregama 
Challenge 2007, STAR Plus 
commands approximately 
Rs 1 lakh for Amul Voice of 
India and sET India 
commands approximately 


- 
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Zee TV's Mehra: Focus is on the marketing of 
programmes through on-ground actvities 


Rs 1.27 lakh for Indian Idol-3. 
Rivals are sitting up, taking 
notice—and giving credit where it's 
due. Says N.P. Singh, Chief 
Operating Officer, SET India: “I 
agree we are #3 now. Zee has 
managed to get two hits in the 
prime time. But we are working 


hard as well and making continuous 
investments into innovative pro- 
gramming. We have just brought 
back Indian Idol-3 and we are also 
looking at more fiction offerings 
that will appeal to all." Even Ajay 
Vidyasagar, President (Content and 
New Media), STAR India, says: “The 
last one year has seen some good 
programming initiatives from Zee 
TV and an increasing choice for the 
audience. This is good for both the 
consumers and the marketplace as 
there would be a fresh infusion of 
ideas across the board”. 

A resurgent SET is one threat 
Guha and Goenka have to watch 
out for. The bigger challenge, how- 
ever, is to loosen the stranglehold 
STAR Plus has on viewers with pro- 
grammes like Kyunki Saas Bhi Kabhi 
Bahu Thi and Kahani Ghar Ghar 
Ki. Goenka is taking his time about 
it, but he hasn’t given up his quest 
for the Next Big Thing on television 
after Kaun Banega 
Crorepati (KBC). “Ever since 
| have stepped into Zee T\ 
we have stopped looking 
for that overnight formula. 
There has been only one 
KBC so far. Nobody has 
found another one yet. | 
am definitely looking out 
for that one big idea 
though. But until then we 
will move slowly and build 
the channel slot by slot.” 
His CEO appears pleased 
with the progress made by 
the network as a whole. 
Says Guha: “As a network 
Zee is already #1. The 
cumulative GRPs of all our 
channels are higher than 
any other network. 
Speaking of Zee Tv in particular, | 
would have ideally liked it to be 
#1 yesterday! But realistically speak- 
ing, I envision six months between 
us and the top spot.” If Zee Tv does 
win the battle with STAR Plus, 
Goenka would have surely earned 
his spurs. 8i 
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Chairman & MD 
Reliance Indus 


UMESH GOSWAMI 


The squabbling siblings are facing off once again, and this time the 
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younger brother seems to have got the government to ask probing 
questions. But there's more to it. Does Mukesh legally have a right 
over the gas he is pumping out? BALAJI CHANDRAMOULI 


HIS IS YET ANOTHER 
front in the battle be- 
tween the Brothers 
Ambani. In the second 
week of June, Anil 
Ambani, Chairman, R-ADAG, made a 
presentation to four Union ministers 
including Petroleum Minister Murli 
Deora and Agriculture Minister 
Sharad Pawar and four top bu- 


BB BUSINESS TODAY JULY 15 


reaucrats including Cabinet 
Secretary K.M. Chandrasekhar on 
why the government must not ap- 
prove the gas pricing proposed by 
his brother Mukesh, Chairman, 
Reliance Industries (RIL), India’s 
largest private sector company. 

At stake for Reliance Industries 
(RIL) is the profitability of a busi- 
ness in which it has already invested 


$6 billion (Rs 24,600 crore) and 
from which it expects to generate 
revenues of around $2 billion (Rs 
8,200 crore) next year and close 
to $5 billion (Rs 20,500 crore) at 
the end of five years. Ironically, Ru 
could well be at the receiving end of 
a government that, in the past, has 
helped it grow from strength to 
strength. Here's why. 
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Most of the pipelines are yet 
to become operational, leaving 
RIL with only a limited number 
of consumers. 
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Can Anil Make a Difference? 
The thrust of Ambani Jr's argument 
on the gas pricing issue is the al- 
leged non-transparent manner in 
which RIL has arrived at the price; it 
claims RIL solicited bids in a limited 
manner—from five power generation 
and five fertiliser companies on the 
basis of a pricing formula that left lit- 
tle flexibility for the buyer. 

The power and fertiliser min- 
istries are only too keen to lend an 
ear to Anil. Most of them are in the 
public sector, and pay less than half 
the average delivered price (this in- 
cludes transportation) of around $6 
(Rs 246) per MMBTU (million British 
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thermal units) that RIL is seeking. 
And, given that demand for gas is 50 
per cent higher than the existing 
supply of around 80 MMSCMD (mil- 
lion standard cubic metres per day), 
they are only too keen to tie up large 
volumes at reasonable rates. This, 
however, is not an easy task, as the 
gas market in India does not operate 
on market principles. 

Export of domestic gas is not 
allowed; hence, RIL cannot shop 
around for the best price—global 
prices range from $2 (Rs 82) per 
MMBTU in West Asia to $9 (Rs 369) 
per MMBTU in the US, compared to 
$3-5 per MMBTU that Indian bulk 
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buyers like NTPC and public sec- 
tor fertiliser units are willing to 
pay. Then, distortions in the do- 
mestic power and fertiliser sectors, 
which account for 70 per cent of 
consumption, ensure a high level of 
government regulation. In the 
power sector, for instance, only 
60 paise is collected for every rupee 
of electricity generated owing to 
high transmission and distribution 
losses. Result: private investments 
are not forthcoming, leaving the 
supply business mostly in the hands 
of the state. In the case of the fer- 
tiliser sector, farmers buy urea at a 
subsidised price and the govern- 
ment reimburses the fertiliser com- 
panies. “We would like to ensure a 
fair price for the power sector, 
given its relevance to the econ- 
omy," says Anil Razdan, Secretary, 
Ministry of Power. 

But Anil Ambani's motives in 
trying to beat down the price of 
RIL's gas by uniting buyers (he is 
also lobbying with state power de- 
partments) is not quite driven by 
altruism. At stake for him is gas sup- 
ply for his proposed 7,000 Mw 
power plant in Dadri, Uttar Pradesh, 
which was promised when the 
Ambani brothers parted ways two 
years ago. When nothing materi- 
alised, Anil approached the courts to 
enforce the deal. 

This week, the Bombay High 
Court granted an interim stay, 
which effectively restrains RIL from 
selling around 56 MMSCMD of gas to 
a third party, effectively locking up 
70 per cent of RIL’s peak gas pro- 
duction of 80 MMSCMD. Assuming 
that RIL would use some of this gas 
for its own captive use, the volume 
of gas for open sale further drops. 


Legacy Woes 

RIL’s legacy of low-priced contracts 
don’t end there. Having bagged an 
NTPC contract to supply gas for 
2,650 Mw of fresh capacity a few 
years ago, it refused to seal the deal, 
prompting NTPC to also drag RIL to 
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SHARING THE BOUNTY: IS IT FAIR? 


2008-09 2010-11 2012-13 
Expected revenues if the rule book prevailed 


ww Govt s revenues == RIL's revenues 


2014-15 








2018-19 2019-20 


2016-17 
Expected revenues due to lax regulation 


ma Government revenues mm RIL s revenues 


It pays to spend: If RIL spends $200 million over three years (2011-2014) on exploration efforts and 
yet comes up with no find, it will still net an additional sum of $2.5 billion; without the investment, 


the exchequer would have netted the amount. 


Why? Because, the basic formula deciding the government's share allows for recovery of costs by 
the contractor (RIL). Further, RIL has offered to increase the government's share from 28 per cent 
to 85 per cent, when the complicated formula yields the magical investment multiple of 2.5. To avert 
it, in the 7th year (critical, since tax breaks are for the first seven years only—marked in yellow), all 
it needs to do is invest this sum ($200 million or Rs 820 crore), which will ensure that the magic 
figure remains at less than 2.5. Hence, RIL will continue to share only 28 per cent with the government. 


Government's loss, RIL's gain: RIL should have relinquished half of its gas field by now. But it hasn't, 
thanks to lax regulation. The relinquished fields would have been put up for auction in 2005 and 


realised higher revenues for the government. 


How much? Difficult to estimate, but BT simulates an indicative gain. Here's how: in 2005, RIL 
acquired an adjacent block in an auction process and was willing to pay far more to the government- 
the higher share has been married to the existing production profile to demonstrate the government's 


loss. 





2008-09 
Expected revenues if RIL yields to fertiliser sector s demand 


2010-11 


sw Total revenues @eRIL's revenues mm Government revenues 


2012-13 


2014-15 2016-17 2018-19 2019-20 
Expected revenues if RIL sticks to its price 


um RIL's revenues 


Contrast matters: The revenue profile in the yellow background is key to business since the tax breaks are available for this 


penod of seven years alone 


court. The next date for hearing 
the case has been set for July 2. 
Interestingly, Anil's restraint order 
assumes that RIL will not sell gas 
to NTPC. For RiL, besides getting a 
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good price for gas, it needs to ex- 
tricate itself from the clutches of 
the two consumers. Worse, the two 
consumers claim that their respec- 


tive deals have been struck at $3 per 


MMBTU, half the price he is asking 
today. 

Notwithstanding the onslaught 
of his younger brother, Mukesh 
Ambani has worked out ล sound 
strategy to market his gas. He suc- 
cessfully negotiated with GAIL India 
to use its networks to supply RIL gas 
to consumers. Without it, RIL would 
not have been able to access con- 
sumers. This is a replay of its strat- 
egy in the refinery business nearly a 
decade ago, when it entered into a 
contract with public sector retailers 
to sell products from its 27-mil- 
lion tonne Jamnagar refinery— 
years before it rolled out its own 
petrol retailing network. The only 
difference: the power and fertiliser 
companies, who are bulk buyers 
of subsidised gas, are unwilling to 
pay market-related prices. 

So, how did RIL get to discover 
its price? From a shallow market, 
argues Anil Ambani, since RIL has 
sought bids largely from private 
generation companies that do not 
directly sell power to consumers; 
they sell power to the state utilities 
that are mostly bankrupt. Hence, 
Ambani Jr’s argument goes, price 
discovery should reflect the util- 
ity’s appetite and not the generator’s 
alone. Secondly, there are few gen- 
erators who will pay this price since 
coal is far cheaper—by as much as 
30 per cent in certain cases. 

The Ministry of Chemicals & 
Fertilisers, meanwhile, has also not 
agreed to the pricing—its say mat- 
ters since it pays the subsidy bill. 
“We have voiced our concerns to 
the Energy Coordination 
Committee and are hopeful that 
the Ministry of Petroleum will not 
approve RIL’s gas price unilaterally,” 
says a fertiliser ministry official. 

While the outcome of the court 
cases, the possibilities of buyers 
ganging up and the heavy hand of 
government intervention will, at 
worst, dent the profitability of RIL, 
there is yet another issue which 
can jeopardise its gas business: the 
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government is now examining 
whether its regulator, the 
Directorate General of 
Hydrocarbons (DGH) was justified 
in allowing Reliance to retain its 
entire block in the KG basin covering 
about 8,000 sq km, even though 
its commercial discoveries extend 
over a mere 10 per cent of the area. 
Under the contract, the only 
way that RIL could keep the entire 
block was by demonstrating that 
the entire block was rich in hydro- 
carbon reserves within a stipulated 
time-frame. Else, it was required 
to relinquish 25 per cent of the 
area after the first phase of the con- 
tract (three years), and another 25 
per cent after the next phase (two 
years). RIL progressed into the sec- 
ond phase with little resistance—all 
that the Director General of 
Hydrocarbons V.K. Sibal asked of it 
was further investigation to prove 
the contention that the acreage was 
floating on hydrocarbons (gas or 
oil). At the end of the second phase, 
Reliance claimed that it had under- 
taken technical evaluations called 
“three-dimentional seismic studies” 
to prove its contention. The DGH al- 
lowed it to retain the entire block 
and progress into the third phase 
without relinquishing any part of the 
block on the basis of this study. 
RIL’s exploration efforts in the 
blocks it bagged in 2001 would 
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Murli Deora, 
Union Minister of Petroleum & Natural Gas 


HE ORDERED A REVIEW OF DGH's 
DECISION ALLOWING RIL TO 
RETAIN THE ENTIRE BLOCK 

IN KRISHNA-GODAVARI BASIN 





have come to a close this month. It 
would have been able to undertake 
only commercial exploitation of its 
finds from now on—but for a year’s 
extension that the DGH has recently 
granted (it has got extensions in 
the past as well). Interestingly, this 
is based on delays owing to the 
government’s inability to provide 
timely clearances from defence and 
environment ministries in the earlier 
phases. Sibal did not respond to 
BT's attempts to contact him. 
Recently, Petroleum Minister 
Murli Deora blocked an attempt 
by his ministry to legitimise this 
move by the DGH (since, the DGH is 
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I Petrochem/refineries — City gas/CNG 
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not empowered to take this call). 
Further, he has ordered a review 
of the DGH decision itself. The rea- 
son: if the decision was wrong, the 
government stands to lose significant 
revenues. That's because the auction 
of the relinquished blocks would 
have generated higher revenues for 
the government owing to two fac- 
tors—gas prices have soared three- 
fold since Reliance won the bid for 
the blocks in 2001, and, secondly, 
prospects of striking hydrocarbons 
in the KG basin have vaulted fol- 
lowing RIL’s discovery. There is no 
better proof of this than the higher 
share that Reliance was willing to 
give the government for an adja- 
cent block it won in 2005 against 
stiff competition from several global 
majors like ENI and Petronas. 
Interestingly, this auction was the re- 
sult of Cairn Energy relinquishing a 
portion of its block. By allowing 
Reliance to squat on a good part of 
the block, the regulator has also 
ensured that RIL’s reserves are not 
soaked up by contractors in the 
neighbourhood. This will, naturally 
boost its future profitability. 

Anil Ambani's crusade against 
his brother's gas pricing formula 
does seem to be finding responsive 
ears, but that's not the point. India 
has become an attractive destina- 
tion for oil and gas exploration, 
but the contract regime has not 
kept pace with the improving mar- 
ket situation. The government con- 
tinues to allow contractors to 
recover the costs involved in 
exploration even though this 
incentive is no longer required. It is 
also ruing its decision against setting 
up an independent regulator for 
the exploration business, an option 
it had two years ago when it moved 
a Bill to set up a regulator for the re- 
fining and marketing and gas supply 
business. Clearly, being blessed with 
mineral resources is not enough. 
Its management is equally critical. 8 
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India Inc.'s 


OT MANY PEOPLE KNOW THAT THE 
Toyota Motor Corporation began life 
as a division of Toyoda Automatic 
Looms Works, a Japanese textile 
machinery manufacturer. The looms 
business still exists, but Toyota is famous the world 
over for... well, Toyotas. The child has overtaken 
the parent; in the first quarter of 2007, it emerged as 
the world's largest automobile company, leaving even 
erstwhile # 1 General Motors behind. 

Can this happen in India? There have been no 
such instances till date, but a clutch of companies in 
high-growth industries like telecom, IT, insurance, 
commodity exchanges and financial services is showing 
some promise in this direction. For instance, Tech 
Mahindra and Idea Cellular, promoted by Mahindra & 
Mahindra (M&M) and Aditya Birla Nuvo, respectively, 
have already surpassed their parents in terms of market 
capitalisation. Then, the country's second-largest pri- 

vate sector bank, HDFC Bank, has overtaken its parent 
HDFC in gross revenues. Here's a look at these and some 
others who may well become the stars of tomorrow. 





Idea Cellular 
In 2006-07, Idea Cellular added close to 7 million sub- 
scribers; that's almost as much as the 7.4 million 
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“Today „more than 50 per cent ofthe e group's 
come from the non-core business. Tech N 
is the story of Indian economy” 
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M&M, HDFC, Aditya Birla Nuvo and 
others all have subsidiaries and associate 
companies that promise to outshine 

them in the near future. ANAND ADHIKARI 


































subscribers it had added in the 

previous nine years. That illus- 
trates the aggressive growth plans 
of India's fastest growing 
mobile telephony com- 
pany and justifies the 
$2-billion (Rs 8,200 

crore) capital exp- 
enditure it has 
planned over next 
two years. Idea is 
targeting a pan- 
India presence, but 
there are chal- 
lenges. Says 
Sanjeev Aga, MD, 
Idea Cellular: 
“We have to gear 
up our organisa- 
tion to exploit 
the huge oppor- 
tunities in the 

cellular market.” 
Idea Cellular is 

also agg- 
ressively scout- 
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ing for inorganic opportunities. Only last month, it was 
courting B.K. Modi's Spice Telecom, but the talks failed 
over valuations. Following its Rs 2,125-crore IPO in 
February this year, Idea Cellular, which recorded a 
consolidated turnover of Rs 4,412 crore in 2006-07, has 
emerged as the most valuable company in the Aditya Birla 
Group. Aga is already thinking ahead. India's cellular sub- 
scriber base is projected to touch 500 million by 2010- 
| 1, almost three times today's level, giving individual play- 
ers massive headroom to grow. How it handles this 
opportunity will determine whether it can become the 
proverbial *Toyota" of the Aditya Birla Group. 


Tech Mahindra 


The immediate target for this M&M subsidiary is to 
achieve $1 billion (Rs 4,100 crore) in revenues, a stiff, 
but not impossible target for the Rs 2,759-crore com- 
pany that has grown at over 100 per cent in each of the 
last rwo years. Of late, the company has broadened the 
scope of its offerings by entering into the value-added 
telecom space through a joint venture with Motorola. 

"We are a niche player in the telecom space," says 
C.P. Gurnani, President (International Operations), 
Tech Mahindra. The company has refined its offerings 
and moved beyond conventional IT services to high-end, 
higher value-added services such as managed plat- 
forms and services, and consulting. *We have developed 
the ability to provide solutions that support voice- 
data convergent systems, including Voice over Internet 
Protocol (VoIP), location-based services, innovative 
applications in the cellular space, IPTV, WiMax and next 
generation sery ices," he adds. Questioned about Tech 
Mahindra, Anand Mahindra, Vice Chairman & MD, 
M&M, says: "Today, more than 50 per cent of the 


THUMBS UP 


Some of the listed subsidiaries and associate companies 
enjoy P-Es higher than those of their promoter companies. 
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26.6 


Aditya Birla Nuvo 42 


HDFC Bank 21.5 


am Parent company Associate/Subsidiary 

RIL and RPL P-E figures are based on 2009-10 estimates because the latter will start 
commercial production from Dec. '08; other figures are based on Mar. '08 earning estimates 
Source: Merrill Lynch, Motilal Oswal & Enam Securities 
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“We are now taking our banking products 
to the interiors of the country” 
ADITYA PURI/ MD & CEO/ HDFC Bank 





group’s profits come from non-core businesses. Tech 
Mahindra’s is the story of Indian economy.” It is already 
more valuable than group flagship M&M. Can it become 
even larger? It can, but it must derisk its revenue 
stream by becoming less dependent on BT which cur- 
rently accounts for 67 per cent of its revenues. 


HDFC Bank 


The 12-year-old bank sports a logo that’s different 
from its parent's and has also adopted the “blue” 
colour instead of parent HDFC’s blood red. Its business 
portfolio, too, is much broader—it is present in the ret- 
ail, corporate banking and SME spaces—and this has ena- 
bled it to grow fast. “We are now taking our banking 
products to the interiors of the country,” says Aditya 
Puri, MD & CEO, HDFC Bank. In fact, 50 per cent of its 
branches are already in the non-metro cities. Paresh 
Sukthankar, Head (Credit & Market Risk), HDI 
Bank, says: “Over the years, our customer service 
channels have gone beyond traditional branches.” If the 
much-speculated merger between the HDFC and HDF 
Bank takes place, it will change the banking land- 
scape in India. If there can be a criticism, it is that the 
bank, which clocked revenues of Rs 8,405 crore in 
2006-07, looks over-dependent on its CEO. Puri, how- 
ever, says there are enough people to take over from 
him. Then, in a tacit admission of the criticism, he 
adds: “If in-house talent doesn’t come up, we can 
always look outside.” 
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THE NEW KIDS ON THE BLOCK 





Can they overshadow the group flagships in the years to come? 


TECH MAHINDRA: M-cap: Rs 17,430 crore 
Parent: Mahindra & Mahindra/ M-cap: Rs 17,190 crore 
This telecom software provider is already more valuable than M&M 


RELIANCE PETROLEUM: 

M-cap: Rs 43,875 crore 

Parent: Reliance Industries/ 

M-cap: Rs 2,40,680 crore 

This Reliance subsidiary has surpassed the 
M-cap of other group ventures such as 
Reliance Infrastructure (M-cap: Rs 700 
crore) even before the start of commercial 
production 


MULTI COMMODITY EXCHANGE: 
M-cap: Rs 4,500 crore* 

Parent: Financial Technologies/ 

M-cap: Rs 11,670 crore 

MOX is the #3 exchange in the world in bullion 
trading and is expected to surpass its parent s 
valuation in the next 2-3 years 

*Based on the private placement of a 9 per cent stake to Fidelity 
for $49 million in February 2006 and current performance 
IDEA CELLULAR: M-cap: Rs 31,200 crore 

Parent: Aditya Birla Nuvo**/ M-cap: Rs 12,850 crore 

This associate company of Aditya Birla Nuvo has already surpassed 


the market cap of its principal promoter company 
**Owns 30 per cent of Idea Cellular. Other group companies own another 26.35 per cent 


HDFC BANK: M-cap: Rs 35,138 crore 

Parent: HDFC/ M-cap: Rs 44,930 crore 

This 12-year-old bank is expected to surpass the valuation of its pro- 
moter company in the next two years 


BAJAJ ALLIANZ LIFE INSURANCE: M-cap: Rs 8,500 crore ^ 
Parent: Bajaj Auto/ M-cap: Rs 21,430 crore 

The biggest life insurer in the private sector is expected to surpass Bajaj 
Auto's market cap in the next three-to-five years 


^ Based on the recent DSP Merrill Lynch report and market sources. Market capitalisation figures 
as on June 19, 2007. In case of unlisted entities (like MCX), the valuation has been taken as M-cap 












Reliance Petroleum 


It’s the newest kid from the Ambani fold on Dalal Street 
and it has already created history of sorts (yawn; why 
aren't we surprised?). Even before it starts commercial 








production (slated for December 2008), this 64 per cent 
subsidiary of Reliance Industries has notched up a 
market capitalisation of more than Rs 40,000 crore— 
making it more valuable than blue chips like M&M, Bajaj 
Auto, Hindalco and Grasim. The company is setting up 
a 27-MPTA greenfield petroleum refinery and polypropy- 
lene plant in Jamnagar, Gujarat. Work, reportedly, is 
already running three-to-six months ahead of its sched- 
ule (yawn, again). The refinery, in which global giant 
Chevron has a 5 per cent stake and the option of 
ramping this up to 29 per cent, will focus mostly on 
value-added products for the overseas market. Can 
Mukesh Ambani’s first big venture since the division of 
the Reliance empire put his flagship in the shade? 
Watch this space. 


Multi Commodity Exchange of India 

MCX is all set to become a billion-dollar enterprise in 
a little over 1,000 trading days. Seldom in the history 
of India Inc. has a company achieved this in such a 
short period. In the middle of June, MCX also emerged 
as the world’s third largest bullion exchange, behind 
only NYMEX and TOCOM. “Markets always value 
growth and future opportunities and that’s what is 
reflected in MCX's valuations,” says Jignesh Shah, MD 
& CEO of the exchange. Experts say it has tremendous 
scope for growth. Institutional investors like Fils, 
mutual funds and portfolio management firms are 
not allowed to trade,in commodities. In contrast, 
they account for 40-50 per cent of the volumes in stock 
exchanges. Besides, retail investors are yet to enter the 
commodity market in a big way. Once these two 
classes of investors enter the market, trad- 

ing volumes will rise exponentially. 
But the downside is political inter- 

ference. The government recently 

banned futures trading in wheat in 

order to curb inflationary trends. 

Then, the i-T department raided the 
MCX premises, though the exc- 
hange claimed it was a *rou- 
tine search for reconcilia- 
tion of accounts". But 
these are likely to be 
mere blips in MCX's 
march to corporate 
superstardom. 

















"We have to gear up our organisation in advance to 
exploit the huge opportunities in the cellular market" 


| Managing Director/ Idea Cellular 
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` What's Driving Valuations? 


IDEA CELLULAR MCX 
Rising subscriber base. Betting on futures. 
tn milles red 
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“We have become a billion-dollar company 
in terms of gross premium in only SIX years 
and will touch Rs 10,000 crore within the 
next two years" 

MD & CEO/ Bajaj Allianz Life Insurance 





» 
Bajaj Allianz Life Insurance 
Its strategy of focusing on non-metros has paid rich div- 
idends for Bajaj Auto's life insurance subsidiary. Says MD 
& CEO Sam Ghosh: “We have become a billion-dollar 
company in terms of gross premium in only six years 
and will touch Rs 10,000 crore within the next two 
years.” Explaining the sterling performance, he says: 
“Our costs are low compared to our competitors who 
focussed on metro areas.” That got reflected in its 
first-ever profit of Rs 63 crore in 2006-07. sbi Life is the 
only other new-age life insurance company that is 
profitable. But Bajaj Allianz Life scores over the latter 
in terms of market share—it is the largest private sec- 
tor player in the market. The only rider to this gr ywth 
story is its heavy reliance on unit-linked insurance 
plan (ULIP). But that’s really an industry-wide trend. It’s 
worrying—a prolonged’ downturn in the stock market 
may impact the fledgling industry’s future growth. 
And who knows, a decade down the line, when 
people say “Hamara Bajaj”, it may be insurance they're 
referring to. After all, how many people relate Toyota 
to textile machinery and sewing machines? lB 
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BEN VERWAAYEN/ CHIEF EXECUTIVE/ BT GROUP 





“BT IS MOVING 





TO SERVICES" 





VER THE LAST FEW 

months, global war- 

ming campaigners 

have found an unex- 

pected ally in the cor- 
porate world in the form of Ben 
Verwaayen, Chief Executive of 
telecommunications conglomerate 
BT Group. The 55-year-old Dutch 
national bas jetted around tbe globe 
(from Tbe Hague in Holland to 
Sydney, Australia), in his position as 
the Chairman of the Confederation 
of British Industry's taskforce on 
climate change, to convince his peers 
of the seriousness of this problem 
and the need to take urgent remedial 
action. Despite the time he spends 
on the road for this initiative (his 
minders claim he answers around 
200 e-mails a day personally even 
while he’s travelling), Verwaayen 
has been at the centre of the revival 
of the 161-year-old, £20.2-billion 
(Rs 1,61,600 crore) telecom giant 
that, in 2001, was saddled with 
over £30 billion (Rs 2,01,000 crore 
then) in debt and several sceptics 
had written off. 

In the five years that he has 
been in charge, Verwaayen, a foot- 
ball fanatic who oddly supports 
Arsenal rather than any Dutch 

club, has turned around the 

company, from a creaking 
provider of telephone and 
telegraph services (in its 


original form as Electric Telegraph 
Company, it was tbe first outside 
the Us to provide the service) to a 
new-age communications vendor 
of networked IT enterprise com- 
munication services. The gradu- 
ate of Law and International 
Politics from the State University 
of Utrecht, Holland (he has writ- 
ten a political manifesto for 
Holland), Verwaayen previously 
worked with Lucent Technologies, 
where he left as Vice Chairman 
of the Management Board. BT has 
interests in a variety of areas in 
India, ranging from call centres 
to its most recent addition, long- 
distance internet protocol-based 
communication services after 
acquiring i21 Enterprise on June 
7 this year. Verwaayen visited the 
country in early June to get up to 
speed on his company’s activities 
here and caught up with Business 
Today’s Rahul Sachitanand in 
Bangalore to talk about the 
evolution of the global telecom- 
munications market and India’s 
role in it. Excerpts: 


BT is undergoing a revamp. How will 
it change the company? 

First of all we are a services busi- 
ness, which measures end-to-end. 
It doesn’t help to be good in one 
part and be hopeless in another. In 
the services business, the weakest 
link is the name of the game. 
You're as good as your weakest 
link is. You need to ensure that 
your end-to-end capability is 
world-class. As you see many peo- 
ple taking advantage of the res- 
ource richness and understanding 
that talent has no passport, you 
need to incorporate that into your 
organisation. We need to ensure to 
our customers that they get the 
best possible reach to collaborate, 
and India is a vital part of the mar- 
ket. What we’ve announced as 
part of this process is that we will 
be the first telco (telecommuni- 





cations company) in the world 
without a network department. 
We're going to build platforms 
and platform capability. The net- 
work is dependent on hardware, 
which has its own limitations 
such as time, which means you 
have to ensure everything works. 
I would like to transform BT into 
a company that is based on serv- 
ices and software. 

What we've decided recently is 
to collapse rr and networks into a 
single unit that deals with design 
and build on one hand and oper- 
ations on the other and we will do 
it end-to-end worldwide. In a serv- 
ices company, you need to be close 
to customers yet provide on a 
worldwide scale. We want to 
make sure we're best in class in 
providing these building blocks 
to our customers. 
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BT's revenues are growing at just 3-4 
per cent a year. 

Yes, that's topline, but if you look 
beneath those numbers, you will 
see our global business is growing 
in double digits but our legacy 
business is in decline as we pre- 
dicted it would. If you add the 
two up, you can see we have a 
very healthy transformation 
process. We have 20 quarters of 
EPS growth and our EBITDA has 
been growing for nine quarters 
and even our revenues have inc- 
reased. We've growth on all the 
lines that matter. At the same 
time, we are making the trans- 
formation from narrow band to 
broadband and you can see that's 
nearly finished. And, now, we 
make the transformation from 
networks to services. 





Is BT ahead of the industry in making 
this transformation to a services-based 
orientation? 

(Shrugs, smiles) ... Ah, that's a kind 
of macho statement that others are 
best (placed to) judge. Everyone 
says they are ahead of the game. | 
would say we do what is necessary 
and it's working really well ... it's 
now time for us to put our foot 
on the accelerator, because what 
you really want to have is trans- 
formation when you're doing fine; 
you do not want to wait to make 
the move because there are no alt- 
ernatives. | am a firm believer that 
you take transformation and create 
another layer of discomfort in what 
people were doing so far... people 
outside their comfort zones bec- 
ome creative to recreate their com- 
fort zones, so to speak, and that's 
what we want to achieve. 


-IN THE SERVICES BUSINESS, 
KEST LINK IS THE 
NAME OF THE GAME" 


You've managed to transform BT's 
pensions from what analysts once 
described as a "black hole" into what 
is today a fast-growing surplus. Are 
there lessons to be learnt from how BT 
managed this problem? 

What we've done is to take some 
early action; the whole story of BT is 
to take action early, on all aspects— 
we took early action on our deficits, 
transformation, product innova- 
tion and we did the same with our 
pension funds. We put some extra 
money in our pension funds and 
we were helped by the market, but 
we are now in a healthy surplus. 


Why did BT opt for a £2.5-billion 
(Rs 20,000-crore) share buy-back 
plan recently? What do you hope to 
achieve? 

One of the things you do when 
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bt 60 minutes 


you run ล company is engaging 
your stakeholders. We're very 
focussed on customer service, on 
CSR, with the society at large and 
we're focussed on giving back to 
our shareholders what they want 
and what they deserve. Five years 
ago, we had to go hat in hand 
and plead for extra money from 
our shareholders. Now it's time 
for payback; over the last couple 
of years, we've increased our 
dividends substantially, we have 
reached the two-third payout ratio 
a year early and announced this 
£2.5-billion share buy-back. 
Basically, this is to engage more 
constructively with our share- 
holder base. 


What is your plan for the Indian 
market and how important is it for 
BT on a global scale? 

[ am delighted we have a licence 
(for international long distance 
and national long distance) and 
we're building capability and a 
state-of-the-art MPLS (multiprotocol 
label switching) network here also. 
We continue to grow our customer 
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base and the people who work 
directly and indirectly with Br. | 
think we’re already at 20,000 here 
and that means we have a sizeable 
chunk of interest in this market, 
and it’s a well-deserved interest, 
because things are happening here. 
If you want to put your money 
where your mouth is and if you say 
it’s important to collaborate and 
take advantage of globalisation, 
then you have to be in India, and 
we are. It’s very difficult for me to 
give you a number; we’ve grown 
from zero to 20,000 in a short 
span of time. The numbers are a 
reflection of the importance you 
give to the market and the busi- 
ness you put here. If I give you a 
number that’s an indirect indica- 
tion, the more direct indication is 
that we’re partnering with many 
key players here and we’re part- 
nering for the world market, not 
just for the Indian market. 

One of the things that is of 
utmost importance is the Indian 
market has become much more 
open; I believe that India has 
gained the licence to have self- 





“IF IT'S IMPORTANT TO COLLABORATE, 
THEN YOU HAVE TO BE IN INDIA" 


confidence. Protectionism isn't 
necessary at all, we will have a 
flourishing industry due to the 
internal strengths of people. It's the 
brains of people in India that make 
a big difference here. So, the more 
aggressive India is to put its brains 
to work, the less help it needs to 
get from protectionism. There is a 
market here that is hungry for 
more and more capabilities. 


Why did BT make the acquisition of i2i 
Enterprise in India and what is your es- 
timate on the size of the market you 
can serve? 

| think this deal is not just good for 
BT, but more importantly, very 
good news for our customers. It's 
great news because what we 
develop today is not just a way to 
communicate but a way to collab- 
orate. In a market like India, noth- 
ing is more important than allow- 
ing the high-quality resource to 
collaborate with the rest of the 
world and vice versa. It is not just 
the ability to say *hello" or send a 
fax, but to have the ability in real 
time to work together in a seam- 
less fashion. The resource you 
need to enable that is quite diverse, 
so what you have seen BT do over 
the last two-and-a-half-to-three 
years is to invest in capability, not 
capacity. i21 is clearly a capability 
play...setting a number (to the 
size of the opportunity) is making 
an assumption as to how well col- 
laboration will go around the 
world. As the world globalises and 
even more possibilities open up, 
we feel our estimates for this mar- 
ket are conservative. 


Given BT's interest in the Indian mar- 
ket (and legal provisions permitting), 
will you, one day, buy out your local JV 
partner Jubilant Enpro? 

I have no interest in buying out 
anybody in India and we have a 
great partnership here. We are 
very enthusiastic about our 
prospects here and we just got 
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started with an absolute winning 
move. We're very happy with 
our other investment, Tech 
Mahindra. They've grown in 
depth, breadth and in customer 
capabilities. | am very excited by 
what they're doing. 


BT sold its stake in Airtel six years 
ago. Given the growth of this mar- 
ket, are you interested in re-entering 
this space again? 

No. You have a good memory 
because that happened nearly six 
years ago (laughs) and the world 
has changed dramatically since 
then. Today, we are in the con- 
verged world; being a standalone 
telco doesn't make sense. We're 
in the business of bridging the 
experience people have at home 
and in the office. Nowadays, you 
see more capabilities at home 
than at work. People want to 
have the same experience in the 
palm of their hand that they have 
on their desktops. 


BT invests heavily in R&D—you have 
a development deal with Sony to pro- 
vide mobile connectivity to its 
Playstation gaming console. What is 
the significance of these investments? 
The world is changing rapidly and 
youngsters want a device not just to 
game with, but to communicate 
with others about it. Wi-Fi is a 
fantastic way to do that. You can 
integrate all kinds of service capa- 
bilities to make a better lifestyle 
for them. Br, basically, looks to 
two elements—productivity or 
lifestyle for people to have some- 
thing else—I am interested in 
everything in these two categories. 
You're interested in productivity 
because that’s what your boss tells 
you to do and it’s lifestyle because 
that’s what you want to do. If these 
two things go hand-in-hand, you 
have a clear winner. In other areas, 
if you look at fixed-mobile con- 
vergence, our fusion product, 
especially on the corporate side, 
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will allow employees on the move 
to be extremely productive and 
have the same security and fea- 
tures as their desktop. That is an 
exciting opportunity. If you look at 
it, there are no limits to creativity. 


How far are we from true conver- 
gence and what are the challenges on 
this route? 

There has been phenomenal 
progress on this front. If you see, 
you can design a product using 
the best brains around the world in 
real-time. People don’t have to 
move from India to the West 
Coast of the us to collaborate. 
This is as important as the inven- 
tion of the steam machine. What 
was the big ‘so what’? It was the 
desegregation between human 
muscle and productivity. In the 
same way, you don’t need physical 
proximity to participate in a seam- 
less process. That is a massive inn- 
ovation. This will change the 
boundaries of the economy and 
change sectors. 


You're closely involved in the global 





"LAM INTERESTED IN EVERYTHING TO DO 
WITH PRODUCTIVITY AND LIFESTYLE 


warming debate. Why is that so 
important to you? 

Business leaders must participate in 
public debate; I believe that you 
can be green and grow at the same 
time. Many people see global 
warming as a threat and the only 
way out is taxation and regula- 
tion. There is also the possibility 
of creating a market and creat- 
ing awareness with consumers 
about the choices they make. 
Global warming is one of the 
most complex issues around and 1 
see it as a business risk. There are 
many risks that we take action 
against in the hope, and even the 
expectation, that they will never 
materialise. Still, you take action 
on them. I am not going to debate 
whether global warming exists or 
not; I just say it is a business risk, 
therefore, you need to take action 
now and take real action. I will be 
quiet on what we need to do until 
we have a report on the subject 
this autumn and by the time I 
return to India for the World 
Economic Forum, we should have 
some plans. 8 
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Mobile phone population เธ clipping, but 
revenue isn't growing at the same pace. 
Until value-added services become more 
popular, operators will have to bank on 
cost cuts to grow profitably. kRISHNA GOPALAN 


IVE YEARS AFTER RAKESH KUMAR LEFT A SMALL 
town in UP for the bright lights of Delhi, he's 
a mini-entrepreneur with two employees on 
his payrolls. He doesn't make a whole lot of 
money, but by his own admission, is doing 
better than he expected. He doesn't thank his stars, his 
smarts, or even the big bad city for his good fortune. 
Instead, he thanks the Nokia 1110 handset and the 
Airtel connection. Kumar, you see, runs a three-man 
whitewashing business out of his small shack in 
Gurgaon near Delhi, and until he bought a mobile 
connection about two years ago, the only way to find 
daily employment was to go stand near a round- 
about on the main intersection that doubled up as a 
spot market for daily labour. It's been a long while 
since Kumar, a late 20-something, did that. These 
days, his marketplace is his mobile phone; customers 
call him, and he, in turn, dispatches workers, who, of 
course, have mobile phones, too. 

In a country where inclusive growth is the new ral- 
lying cry, the telecommunications industry has played 
the role of a great equaliser. It has transformed lives 
of millions of poor in ways not yet fully measured. 
Indeed, telecoms is the most powerful emblem of the 
transformation that India has undergone since it 
opened up its economy in 1991. And 12 years after the 
then Chief Minister of West Bengal, Jyoti Basu, rung in 
the first wireless service provider in Kolkata, telecoms 
is a story to be heard to be believed. It took three-and- 
a-half years for the wireless population in India to 
touch a million, but barely seven-and-a-half years to hit 
10 million, and just under 11 years to touch 100 
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million. Today, the number of mobile subscribers 
stands at over 177-odd million, with six million users 
getting added every month—that makes India the 
fastest growing telecoms market in the world. 

Yet, the beauty is that even at 177 million, the 
mobile phone penetration in the country is a modest 15 
per cent. That means there’s potential to add mil- 
lions more as consumers over the years ahead. In fact, 
the government of India has set an ambitious target of 
hitting 500 million by 2010. To put it in perspective, 
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Bharti is the clear leader, but it’s a close fight between #2 and #3. 
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it’s talking of trebling the wireless population in just 
over three years. Operators seem equally gung-ho. In 
May this year, operators launched aggressive new 
schemes to get millions more on board. Reliance 
Communications introduced the “India Roam 

Free” (the user gets up to 1,300 minutes of free 
roaming talktime), followed by market leader 
Bharti Airtel, which offered lifetime prepaid 
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at a new low of Rs 495. State- The Global Pecking Order 

owned telecoms giant, Bharat Only Bharti features in the global top 10. 

Sanchar Nigam Ltd (BSNL), also BE China Mobile China fa — 
plans to expand its coverage. "We Sw 2 บ ะ น ก เก ร ร ร ส ส น ซะ แร ว ด š 
are looking to target at least 60 HR nM US iod... ie 

per cent of the country. With our EE Mobile TeleSystems (MT — — à—- — Russia CIS 

current coverage at around 25 per S AT&T Mobility (formerly Cingular Wireless) — United States 


cent, there is a long way to go," = Verizon Wireless | United States 


———— "TT -a-ERTR ARRA ES SEES hr 





notes S.D. Saxena, Director (Fin- แพ ต ต VimpelCom Russia. CIS 
๒ ๑ ๓ ซื ออ ๕ ๕ ๓ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๕ ๐๕ ๐ ๐ ๐ ๐ ๕ ๕ ๐ ๐ ๐๐ berveec dc 

— ร . Sprint Nextel > -— 9 —— United States 

Operators are putting their ^3 SE N 
money where their mouth is. | @ | NIT Do ก สา 

"n nuni Kap à eH América Móvil / /, ิ ไฝ ไว ว ร orth America, 
bharti, for instance, has announced and Latin America ISR 
that it will invest $3.5 billion mx» Bhărti Airtel — India, Seychelles 40 ]4*** 
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while BSNL has a capex plan of 

Rs 20,000 crore. All the major operators put to- growth is beginning to look less and less attractive. An 
gether, the industry can expect investments in ex- increasing number of subscribers often results in a 
cess of Rs 60,000 crore this financial year alone. falling average revenue per user (ARPU), which for the 
Evidently, the industry is confident of maintaining its GSM operators (that is, excluding Reliance Commu- 
breakneck pace of growth. Says Manoj Kohli, President ^ nications and Tata Teleservices, which offer CDMA-based 
and CEO, Bharti Airtel: "The current growth rate of 5- — wireless services) has dropped to Rs 315.93 in the 
6 million subscribers every month is not only sus- October-December 2006 quarter from Rs 335.46 in 
tainable but will, in fact, increase." July-September—a drop of 6 per cent. Why should that 


Volumes Sure, Value No 
Few doubt that, but with every passing month, the 
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MANOJ KOHLI/ President and CEO/ Bharti Airtel ae 


The current growth rate of 
9-6 million subscribers every 
month will, in fact, increase" 










แซ ต ย ฑา 


KISHOR CHAUKAR/ MD/ Tata Industries 
"ARPUS will go down because 
for most first-time users, the 
basic purpose of the mobile is 
that of voice communication 


happen? Because operators have almost saturated 
the more lucrative metros and are now spreading 
out into smaller towns and cities, where phone usage 
is low. *Around 20 per cent of the total subscribers 
contribute almost nothing," reckons Romal Shetty, 
Director (Telecom), KPMG. 
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S.P. SHUKLA / President (Personal 
Business)/ Reliance Communications 
Every reduction in tariff has 
led to original revenue levels 
being restored after a while" 


A large number of the so-called marginal subscribers 
come from the prepaid category, where the user goes 
wireless for a very small amount. At a handset cost of 
less than Rs 1,000 today, coupled with rock-bottom tar- 
iffs (the lowest in the world), the reason to go wireless 
becomes extremely compelling. By the most conser- 
vative estimates, prepaid users account for around 
three-quarters of the total subscriber base and as far as 
the month-on-month net addition goes, that number in- 
creases to 80 per cent. Therefore, operators do admit 
that ARPUs will continue to fall. “ARPUs will go down and 
there is no doubt about that. The reason is that a 
large number of subscribers are first-time users and for 
them the basic purpose of the mobile is that of voice 
communication,” explains Kishor Chaukar, Managing 
Director, Tata Industries. 

The important point is that India is still a voice mar- 
ket and a large proportion of the operator revenues 
comes from talktime services. That's not a problem, op- 
erators say, as long as the subscriber numbers keep soar- 
ing. "When multiplied by a large customer base, even 
moderate ARPUs add up to substantial growth on a 
revenue basis," says S.P. Shukla, President (Personal 
Business), Reliance Communications. Other analysts say 
that while ARPUs are a useful measure, they may not re- 
flect the correct financial picture. “It is more pertinent 
to look at returns on capital employed and returns on 
equity, both of which are still very healthy for telecom 
operators,” points out Varun Bajpai, Managing Director, 
Macquarie India Advisory Services. 

Yet, there’s no denying that revenues are under 
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ASIM GHOSH / MD’ Vodafone-Essar 


"Even after privatisation, 
telecom requires competi- 
tors to both compete and 
cooperate at the same time 


pressure. The most recent measure that adds to this 
pressure is the cut in roaming charges. Traditionally, 
roaming charges have been the jam for operators, 
boosting their bottom lines. But on January 25 this year, 
the industry regulator TRA! asked operators to slash 
roaming charges by 22-56 per cent, which means a user 
could end up paying as little as Re 1 per minute. 
What’s worse, there are people who feel rates could go 
down further. “I think there is potential for tariffs to 
come down further,” quips Dilip Modi, Chairman & 
MD, Spice Telecom, which recently closed an IPO. 


Focus on Value Add 
In the midst of price cuts, what operators are banking 
on is a steep increase in talktime that could take care of 
a potential drop in revenues. Reliance's Shukla says that 
tariffs are important in a price-volume elasticity equa- 
tion. "Our own observation is that every reduction in 
tariff has resulted in original revenue levels being re- 
stored after a certain time lag. This is a result of sub- 
scribers increasing their usage," he explains. 

Operators have also been in fifth gear as far as 
launching new services is concerned. From a time 
when the caller line identification ((11) and sMs were 
basic value-added services (VAS), the story has changed 
quite dramatically. Today, the gamut of offerings in- 
clude MMs, video and gaming, among others, even as 
there is talk of some serious action waiting to play out 
on the VAS front. “There are a large number of trans- 
actions that can be offered under vas," says Chaukar. 
It is broadly estimated that VAS account for around 8- 
10 per cent of an operator's revenues. *We see that 
increasing to 15-20 per cent over the next few 
years," reckons Modi. 

That apart, operators have been looking at various 
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SANJEEV AGA / MD/ Idea Celluar 


There is an enhanced calling 
potential when an increasing 
population comes under 
telephony coverage" 








cost-cutting options like sharing infrastructure such as 
cell sites to get the best possible return for every in- 
vestment that is made. In a situation where tariffs have 
fallen to less than a tenth in just over a decade, the 
pressure on operators to keep costs low can hardly be 
overstated. It is here that moves such as infrastructure 
sharing and outsourcing—Bharti's and Idea’s deals 
with IBM for IT outsourcing, for instance—have be- 
come so important. In some sense, that has been fa- 
cilitated by the rapid growth in subscriber numbers. 
*Operators are starting to enjoy scale benefits in 
terms of network equipment and handset procurement 
costs as a result of the strong addition in subscriber 
base. Besides, the increasing acceptance of passive in- 
frastructure sharing is likely to lower operating costs 
for telecom operators," says Bajpai. 

Operators have not lost sight of that and they do 
recognise that it is indeed a different kind of industry. 


“Telecom is a unique sector. Even after privatisation, it 
requires competitors to both compete and cooperate at 
the same time. This is because of the critical need to in- 
terconnect and most other consumer sectors do not 
have such a need," points out Asim Ghosh, MD, 
Vodafone-Essar. 

The industry's next set of consumers will come 
from rural India. A lot of the money that the industry 
is investing is aimed at prying open far-flung and 
relatively poor markets. Nokia-Siemens Networks, a 
newly-launched joint venture, is offering a village 
solution that promises to halve the investment required 
to tap rural markets. This is how it will work: Nokia- 
Siemens will sign up rural franchisees and provide 
them with telecom equipment to offer wireless serv- 
ices in a limited range (4-5 kilometres), allowing 
users to pay a little over Rs 100 in monthly fee. The 
big operators will hook their own networks with 
that in the village and share revenue with the fran- 
chisee-based business model. Separately, Arun Sarin, 
CEO, Vodafone, which majority owns Vodafone- 
Essar, has promised to launch ultra low-cost handsets 
to make telephony even more affordable. 

Already, the biggest subscriber additions are hap- 
pening in class A and B towns, but hereon, the focus may 
shift to smaller, C-class towns. According to Idea 
Cellular’s Mp, Sanjeev Aga, there are three clear drivers 
for the surge in subscriber numbers. One and two are the 
cheap handsets and low financial commitment to go mo- 
bile, which allow easy entry into the wireless market. 
“Finally, there is an enhanced calling potential follow- 
ing an increasing population that comes under teleph- 
ony coverage," explains Aga. It's a logic that has created 
an industry now valued at a staggering $80 billion (it's 
the market value of all listed telcos), and one that may 
well deliver the magic 500-million number by 2010. 
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OU ARE OUT AT A MALL SHOPPING FOR A DRESS 
Y: your wife, but aren't sure if she'll really like 

the colour you've picked. You decide not to 
take any chances, and decide to call her to show her 
the dress. Yes, show—over a video call. In the UK, 
Vodafone's 3G customers can already do that, but 
since you are in India, you'll have to wait for a while, 
although no one knows how long. 

3G, as the name implies, is the next generation of 
wireless services, which will allow high-speed stream- 
ing video, gaming, video messaging, and even mobile 
TV. As much as customers are eager for 3G services, 
operators are straining at the leash to offer them. So, 
what's holding up mobile's next big thing? A lack of 
appropriate spectrum. Currently, the GSM wireless 
service is offered on 900 MHz and 1800 MHz, while 
the CDMA service rides on 800 MHz. Since 3G services 
shove heavier data *packets' over the airwaves, they 
need broader spectrum bands for efficiency, which 
usually is available in the higher range. 

The problem with handling operators spectrum in 
the higher range is that India's armed forces cur- 
rently use them. They have offered to vacate, but not 
before they have been given alternative frequency. 
There are multiple challenges in sorting out the spec- 
trum issue. To begin with, the state-owned BSNL is sup- 
posed to be responsible for providing an alternative 
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With revenue from ‘voice’ falling, 
operators need more value-added 
services such as streaming video 
and mobile commerce to keep 
surging. But first they must 

wait for additional spectrum. 
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SPECTRUM SAGA 


Over the last four years, spectrum allocation has made little progress. 


> November 17, 2003: The NDA government seeks TRAI 
recommendation on spectrum-related issues 


*- May 31, 2004: TRAI presents the first consultation paper on 
spectrum-related Issues = 
> May 13, 2005: TRAI makes its first recommendations on spectrum 


> May 22, 2006: DoT asks TRAI to give recommendation 
on allocation and pricing of spectrum for 3G and broadband 


> June 12, 2006: Consultation paper on allocation and pricing of 
spectrum and for 3G and broadband services is put out 

> September 27, 2006: TRAI submits its recommendations, saying 
3G can be initiated immediately on available 2.1GHz band — 

» October, 2006: A DoT committee is appointed to look into 
Spectrum recommendations 


๒ May 13, 2007: Maran quits Union Cabinet and a cloud hangs 
over future of several of his initiatives 


๒ May 16, 2007: The Defence Ministry says it cannot vacate 
spectrum for two years due to delay in setting up of an 
alternative communications network by BSNL 


P= June 13: The first meeting of the Group of Ministers on 
availing additional spectrum for telecom services gets cancelled 
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communications network for the armed forces, and it 
did start work on it, when midway the defence head- 
quarters decided that it should upgrade its communi- 
cations equipment and, therefore, needed a more hi-tech 
network. Originally, the Department of Telecomm- 
unications, which oversees BSNL, had allocated Rs 980 
crore for the defence network, but when the cost of 
building a state-of-the-art network jumped to Rs 4,000 
crore or so, it refused to bankroll BSNL, citing funds 
crunch. A group of ministers (GoM) was scheduled to 
meet on June 13 to sort out the issue, but the meeting 
was cancelled without any fresh date being set for a 


NRIPENDRA MISRA/ Chairman/ TRAI 


DoT has to decide which exist- 
ing spectrum bands need to 
be allocated for 3G, and how 
the allocation must be done" 








future meet. 

However, the stand-off between DoT and the De- 
fence Ministry should not have been that big a hurdle, 
since the industry regulator, TRAI, has already sug- 
gested that 25 MHz of spectrum in 2.1 GHz band be used 
for kick-starting 3G services. Says Nripendra Misra, 
Chairman, TRAI: “This portion of the spectrum is already 
available, so there is no question of any dispute.” 
What’s holding up movement on this front is the fact 
that TRAI had recommended that this part of the spec- 
trum be auctioned to the top five operators, with oth- 
ers getting additional spectrum as and when it be- 
comes available. In fact, before Dayanidhi Maran, the 
immediate past telecom minister, stepped down, he had 
promised to bring the 22.5 MHz spectrum into the 
market by June this year. 


Hurdles Galore 


Then, there are two other issues that are yet to be 
sorted out. One is of a spectrum policy itself, and the 
other is of how to allocate this precious electromagnetic 
resource. According to Misra, the ball on both the 
counts is in DoT’s court. “Firstly, it has to frame a 
policy and take a decision as to which existing spectrum 
bands need to be allocated for 3G, and then it must de- 
cide how the allocation of spectrum must be exe- 
cuted,” says Misra. 





A. RAJA/ Communications & IT Minister 


While the DoT is dilly-dallying over a 3G 
policy, the new minister will also take 
some time to make a decision 


For about six months now, DoT has been threat- 
ening to come out with a 3G policy, but it hasn’t yet de- 
livered on the promise, When BT spoke to DoT officials, 
they again said the policy would be out in a month’s 
time. This time around, there’s another problem. The 
new Telecom Minister, A. Raja, who took charge on 
May 16, 2007, hasn’t yet got up to speed on the issues, 
and may need time to make a decision. As far as allo- 
cating the spectrum is concerned, it is almost certain 

now that the government will conduct an auction. TRAI 
has recommended a minimum price of Rs 1,500 crore 
per licence, but among the operators, only Ratan Tata 
of Tata Teleservices seems amenable to the idea. Others 
believe that the allocation of spectrum should be need- 
based—that is, dependent on the number of subscribers 
an operator has. 

There's also the issue of whether the auction will be 
open to new players. Not surprisingly, the incumbent 
operators think they should get precedence. “We believe 
that existing operators must get priority in terms of al- 
location of this spectrum," says Manoj Kohli, President 
and CEO, Bharti Airtel. Adds Sanjeev Aga, Managing 
Director, Idea Cellular: *The licence conditions and sur- 
rounding documentation make it amply clear that ex- 
isting licencees are entitled to 3G spectrum as and 
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GSM VS CDMA 


The quest for dominance. 


|. YOU ARE A CONSUMER, THE BATTLE BETWEEN GSM AND 


CDMA shouldn't make a difference as long as you get ` 
good service. But given that the industry is waiting to ` 


| make the next technological leap into 3G, the sparring 


. between the two rival technologies will end up affecting 


you directly. So far, GSM is the more popular technol- 
. ogy in India, but as operators go rural and 3G arrives, 
.. CDMA may gain an upper hand. "It must be understood 
that GSM has been around since 1995, while CDMA 
was launched on a commercial basis only in 2003," says 
B.V. Raman, the CDMA Development Group's (CDG) 
Country Head for India. 

GSM has eight operators out of which four large play- 
ers—Vodafone-Essar, Bharti Airtel, Idea Cellular and the 
state-owned BSNL—account for over 85 per cent of the 
total GSM subscriber base of 130.6 million. As for the 
CDMA operators, there are six of them, but Reliance 
Communications and Tata Teleservices have more than 
48.65 million subscribers between themselves, which 
translates to a market share in excess of 94 per cent. 

Elsewhere in the world, the story is even more in- 
teresting. "Globally, GSM increased its market share by 
more than 3 per cent to 83.9 per cent by adding 511 
million subscribers in 2006," says Alan Hadden, 
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when it is available. As per the policy, any new entrant 
seeking a fresh licence will be eligible for 3G spectrum 
only after entitlements of existing licencees are met." 

Smaller players such as Spice Communications 
worry that selective auction will be to their disadvantage. 
“Tendering or bidding is not the answer to the spectrum 
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The rural edge: CDMA is better suited for far-flung areas 
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| President, Global Mobile Suppliers Association (GSA). ` 
. "This was 81 million more than the total of other mobile ` 
. technologies, including TDMA, PDC, and CDMA.” He ` 
adds that there have been at least 34 CDMA operators ` 
who have migrated to GSM. “These are leading opera- ` 
_ tors in Australia and Brazil,” says Hadden. In India, Anil ‘ 
Ambani-owned Reliance Communications has decided 
to do something similar, although currently CDMA ac- 
counts for the lion's share of its subscribers. 
Without doubt, the battle ahead will be around 3G ` 
, and the issues concerning spectrum. There is also the 
_ part about rural connectivity where penetration levels are ` 
| less than 3 per cent. According to Raman, CDMA is bet- ` 
| ter positioned to offer connectivity in rural areas. "The 
| technology uses fewer cell sites and is, therefore, more 
| efficient," he says. 
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process. It is important to protect the interests of all the 
existing operators,” says Umang Das, Joint Managing 
Director, Spice. Airtel’s Kohli is optimistic of fair play. 
“We are confident that the government and industry 
will find the best solution that is in the interest of the 
consumer,” he says. 

To make matters worse for the wireless 
operators, there’s a new contender that has ar- 
rived on the scene. It's WiMAX, a wide area 
wireless service that provides download speed 
of up to 75 Mbps. Although, it is primarily a 
data service, it has staked claim for 3G spec- 
trum. GSM operators are lobbying with DoT to 
keep WiMAX away from 3G spectrum. They 
also contend that if WiMAX players are allowed 
to operate in the IMT-2000 band, which the 
world over is reserved for 3G services, then its 
signals will interfere with those of GSM opera- 
tors and affect service quality. 

Despite such skirmishes, everyone wants the 
uncertainty over 3G spectrum allocation to 
be over as soon as possible. After all, cus- 
tomers are waiting. 

ADDITIONAL REPORTING 
BY KRISHNA GOPALAN 


Waitin 
t 





NAGUIB SAWIRIS/ Chairman & CEO/ Orascom 


Orascom, which has a presence in 
Pakistan and Iraq, has a 19.396 stake 
in Hutchison Telecom International 


F YOU ARE A TELCO WITH AMBITIONS OF BECOMING A 

global player, then India is one market you cannot 

afford to ignore. Nowhere else in the world is the 
market for telecommunications growing as rapidly as in 
India. Some six million subscribers are coming on 
board every month and by 2010, if everything goes ac- 
cording to plan, there may be 500 million subscribers 
compared to the 170 million currently. It's the fastest 
growing market, even if it isn't the most lucrative. 
Says Ravi Menon, MD and Co-head (Global Investment 
Banking-India), HSBC Securities: *There is still room 
here for new players to enter the market through the 
inorganic route and consolidate their position by ac- 
quiring the smaller players." 

Indeed, over the last 12 years of cellular telephony 
in India, some of the biggest names in the business glob- 
ally have flirted with the local market. Unfortunately for 


There are several global players 
keen to enter India. Their entry 
will make the market even more 
competitive. Consumers, rejoice. 
KRISHNA GOPALAN 


them, quite a few got in way ahead of the boom and ex- 
ited for various reasons ranging from revamp of port- 
folios at their parent companies to the dotcom-led 
telecom meltdown of 2000. Among the prominent 
exits were those of Swisscom, AT&T Wireless, Telstra, 
France Telecom, and, most recently, Hutchison 
Telecommunications International. 

Its booming market apart, India is compelling for 
global players for other reasons. Wireless penetration 
levels in the developed markets are very high. In 
Germany and the UK, for example, it is over 80 per cent. 
Also, unlike in India, most of the revenue in these 
markets comes from value-added services and not 
voice. Therefore, it is relatively difficult to grow rev- 
enues. That was primarily the reason why British tele- 
coms giant Vodafone was willing to pay a premium to 
get hold of Hutchison Essar. Interestingly enough, 
Vodafone was in India until 2003, when it held a 20 per 
cent stake in RPG Cellular’s Chennai circle that it even- 
tually sold to the C. Sivasankaran-promoted Aircel. 

For some others like Norway's Telenor, India may 
be important to complete a South Asia portfolio. 
Telenor is already present in Pakistan and Bangladesh, 
and a presence in the vastly bigger Indian market will 
make a good story for investors. In a communiqué to 
BT earlier this year, the Norwegian company had said 
that, “India is an interesting market along with many 
other markets in Asia and...we are constantly on the 
look out for opportunities and will be evaluating many 
interesting prospects". 

Apart from Telenor, there has been talk of players 
like China Mobile and sk Telecom of South Korea 
wanting an India foothold. Since the country offers two 
technological platforms—GsM and CDMA—the 
probability of more global players getting in increases. 
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Japan's NTT DoCoMo, which has been extremely quiet 
on its plans for new markets, recently spoke of looking 
at other markets. The company's President Masao 
Nakamura has been quoted as saying that the service 
provider is interested in making investments in markets 
like Vietnam, China and India. 


High Valuation: Entry Barrier 


Despite India's attraction, setting up operations from 
scratch will be anything but easy for new entrants. 


WAITING IN THE WINGS 


Global players want a piece of the action in the world's fastest growing market. 


PLAYER 
Telenor 


KEY AREAS OF OPERATION WHY INDIA? 


~| SwedenRussia, Pakistan, Bangladesh, Malaysia 
Á telenor andpartsofAsia and Thailand. India will complete 
S sn the Asia story 





The recent acquisition of 


China Mobile China 





well be on its radar 





Telefonica Europe and 


uu — 


—— — — --— 


SK Telecom .. South Korea 


in Asia 














unm. — China. Was said to be in dialogue 
—F. with Tata Teleservices 
NTT DoCoMo Japan Japan is a saturated market. 
— p, The company is said to be keen on 
Do Co) Mo the emerging markets in Asia 
Orascom Egypt, Algeria, A presence in Pakistan, Iraq and 





Hutch-Essar 


Valuations in India are not getting any cheaper and the 
Hutch-Vodafone deal, which was struck at just under 
$11 billion, merely confirms it. At the end of the day, 
it is India’s growth story and nothing else that has 
caught the fancy of large overseas operators. “Growth 
rates will sustain for 2-3 years without any difficulty,” 
points out Mahesh Chhabria, Director, 3i India. Other 
private equity investors seem to share 3i’s enthusiasm 
for the sector. Last year, Temasek acquired a 9.9 per 
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Norway, Denmark, Already has a presence in 


Pakistan's Paktel confirms 
the keenness to strengthen the 
Asian presence. India could 


Has a stake in China Netcom and 
will be keen on a presence 


Has a presence in Vietnam and 
for a wireless internet service in 


cent stake in unlisted Tata Group company, Tata 
Teleservices Limited (TTSL), for around $300 million. 
TTSL is a pan-India player offering a host of wireless of- 
fering under the Tata Indicom brand name. 

The question really is, how many operators can the 
Indian market accommodate? Today, there are six to 
seven operators in each circle and an acquisition-led 
strategy seems to be the logical choice for a new entrant. 
"The scenario here would become similar to that of the 
mature markets, where there are 2-3 mobile operators 
in a circle," says HSBC Securities Menon. *Cons- 
olidation would follow the current growth 
phase in the Indian industry and there would be 
2-3 major players." 





India beckons: NTT DoCoMo is said to be interested 


Iran means the interest in the 
region exists. Was in the fray to 
acquire Hutchison's stake in 


Some operators like Telekom Malaysia have 
opted to buy a 49 per cent in a small operator 
like Spice Telecom (some others like Maxis, 
which has a 74 per cent stake in Aircel, are more 
transparent about their ambitions). To them, the 
plus point is that a huge population (85 per cent) is still 
untapped. “We are very convinced about India as ล mar- 
ket for us," says Zul Mustafa, TM (Telekom Malaysia) 
International's CFO. "India is clearly a long-term story 
for us and we remain extremely positive about it." 

Given that any new entrant would want to hit the 
ground running, more acquisitions cannot be ruled out. 
But like Menon says, it's the big boys who are likely to get 
bigger in the snowballing Indian telecoms market. 8 








to huy a house? 


A recent correction has seén a slowdown in a few pockets 
and chances are prices could ease further. Should you buy a house now? 
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HEN SAMEER KUMAR 
moved to Mumbai 
from Hubli around 
three years ago, he 
witnessed the run- 
away real estate prices in the city. 
The marketing manager at a well- 
known pharmaceutical company, 
who commutes for three hours 
every day by the city's suburban 
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F Buy or Wait? 


Property prices have eased in 

some pockets and chances are it 
could dip further. Should you buy 
your house NOW? KRISHNA GOPALAN 


trains, is convinced that he will stay 
in Mumbai for the next 10 years. 
Now he’s looking for a place that 
will fit his budget, but the price 
increase has been too steep for him. 
For now, the price rise in Mumbai 
seems to have stalled. But a few 
lingering questions remain: Is it 
time to buy a house or wait for a 
further correction? When should 





Kumar take the plunge? 

There is no straight answer to 
this question. Sure, if you look the 
way prices have moved in about 
five years in large cities like Delhi, 
Mumbai, Bangalore and Hyder- 
abad, it is hard to miss the appreci- 
ation that residential properties have 
enjoyed. Take a look at a city like 
Chennai, where apartment prices 


WYNHVS NIWVY 
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Anshuman Magazine 


per square foot in the suburb of 
Velachery increased four-fold be- 
tween 2003 and 2007. Bangalore's 
upmarket Koramangala witnessed a 
six-fold increase in prices between 
2001 and now. Surely, an invest- 
ment made in any of these areas 
four years ago would have yielded a 
decent rate of return. 


Slowing Down 

But depending on where you look, 
the realty story seems to be slowing 
down. Prices in some areas have 
been coming down, even as many 
housing financiers are reporting 
lower home loan growth rates. 
Make no mistake, demand for hous- 
ing is still strong, but the rate of 
price increase seems to have stalled 
for now. In Mumbai, the price per 
square foot for an apartment in the 
city's plush Malabar Hill has re- 
mained stagnant for over a year 
now. The story in the western sub- 
urbs of Goregaon and Kandivli 
(East) is also somewhat dismal— 
prices have, in fact, moved south. 
Cut to Kolkata, where prices have 
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fallen in several parts of the city. 

Over the last few months, the 
signs have turned ominous. His- 
torically, the period from mid-April 
to mid-June is usually the best term 
for real estate transactions as there 
is an increase in volume of residen- 
tial property. But the last season 
turned out to be a damp squib. 
Pranay Vakil, Chairman, Knight 
Frank, describes this year as a huge 
slowdown. “We are witnessing cases 
where developers are registering 
volumes at 40 per cent of last year’s 
levels,” he points out. A residen- 
tial block with 20 apartments has 
sold merely half that is available, 
at a time when the business should 
be booming. 

There have been a few reasons 
for this slowdown. The rising rates 
of interest have not helped the 
cause. Property prices have in- 
creased sharply by 60-70 per cent, 
add to that the additional interest 
rates, but salaries have increased 
by around 30 per cent. While they 
are still high compared to hikes 
elsewhere, they haven’t kept pace 
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with the soaring property prices. 
Says Vakil: *Salaries have not in- 
creased by that much." Interest 
rates have moved sharply from a 
level of 8 per cent to 12.5 per cent 
today—an increase of over 50 per 
cent. Banks are now reporting 
lower disbursements as most indi- 
viduals have stalled their housing 
purchases. 

Lenders, too, aren't euphoric 
about the price movement and 
HDFC Chairman Deepak Parekh re- 
cently told the media that prices 
had stabilised. He went on to add 
that prices had started falling in 
places where there had been ex- 
cessive construction. While there is 
demand for real estate as such, buy- 
ers are getting a little wary of pay- 
ing out huge amounts to acquire 
property. 

Move to Bangalore's Whitefield 
which plays host to a large number 
of IT/ITES names. The story here has 
been rather disturbing. *Rates have 
dropped by as much as 25-30 per 
cent on account of a supply glut 
with realtors of all sizes queuing up 
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for a piece of the action," says Hari 
Menon, Vice President (Marketing) 
of Bangalore-based Mantri 
Developers. From another angle, 
the prices in the Outer Ring Road 
area have increased by 50-100 per 
cent in the last 18-24 months. 

Real estate developers are candid 
when they speak of a slowdown 
and it is hard to miss the falling 
prices. "Yes, buyers are now hesi- 
tant. The decision-making process 
has become much slower for more 
reasons than one like the hike in 
interest rates and the socio-political 
unrest over the acquisition of land at 
Singur and Nandigram in West 
Bengal," says Samar Nag, Managing 
Director, Bengal Shelter Housing 
Development Company. Arguably, 
Kolkata has been among the cities 
that have been most seriously hit by 
the downturn in property prices 
though some think that the situation 
could look up. *Developers who 
were selling 50 apartments a month, 
are now selling 30 apartments. | 
think this is a short-term phenom- 
enon and consumers are proba- 
bly waiting for 6-8 months for 
interest rates to come down," says 
Rahul Todi, Managing Director, 
Bengal Shrachi Housing. 


Buy for Self-use 

Typically, in places like South 
Mumbai and South Delhi where 
supply is still not easily available, 
prices have continuously appreci- 
ated since demand remains un- 
abated. “What we have been notic- 
ing is that the prices in the suburbs 
of most cities have been falling after 
fresh supply has come in," points 
out Anshuman Magazine, Managing 
Director, CB Richard Ellis. That 
pretty much applies to most cities in 
India. What is interesting is that 
the fall in prices has not been en- 
tirely because of rising interest rates. 
Prices reached dizzy levels due to 
high levels of speculation. To that 
extent, the current slowdown could 
well be a correction. 
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Avg. value 2005 2006 2007 HB Avg. value 2005 2006 


Koramangala 2,750 2,500-4,500 1,000 Vasant Vihar 13,000-16,000 12,000-14,0000 13,000- 
Basavangudi 2,600 3,000-4,000 6,000 Defence Colony 7,500-9,500 7,500-9,500 11,000- 


J.P. Nagar 2,300 2,000-3,000 4000 Gurgaon 1,800-5,000 3000-5000 350 
Bannerghatta 2,350 2,000-3,000 3,500 Noida 2,200-4000 100-2800 3,000 
The IT town has seen a good growth, but a Property prices are still up in many places in 
supply glut is seeing a price correction in Delhi and correction is restricted to few 
places such as Whitefield. It's a good time spots such as Sohna Road, outside the city. 
to buy for self-use Look for buying in select areas 
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and-starved city like Mumbai, prices are still at This town did see some run-up in prices, but now 
mium. With mill land and redevelopment taking most places are witnessing a correction. 

, prices are expected to remain steady. Buy for If you are looking for a place here, you can 

ise, not investment plan your purchase 


This is another town that has seen a good increase in 
property prices. But over the last one-two months, 
price increase has tapered off. Buy for self-use only 


Figures in Rs per sq. ft Source: Jones Lang LaSalle Meghraj 


According to Magazine, tier-II have a 3-5 year outlook,” says it will be possible for the buyer to 


cities like Jaipur and Chandigarh 
witnessed very high levels of spec- 
ulation. “These cities are now suf- 
fering with a correction in prices," 
he states. Still, it must be said that 
residential property bought at right 
prices is often a sound investment 
decision. *The growth in the econ- 
omy is expected to continue in the 
medium-term and prices could es- 
calate. Chary investors may want to 
invest in the market before prices 
get out of hand," points out Ravi 
Ramu, Director at Bangalore's 
Purvankara Projects. 


Don't Speculate 

An investor will have to be cau- 
tious and yet adopt a long-term 
outlook while investing in residen- 
tial property. *It is important to 


Magazine. That apart, the reason to 
acquire property too needs to be 
clearly defined. “If a person is in- 
vesting for self-use, anytime is a 
good time. If the objective is one of 
investment, it will be necessary for 
him to take a long-term decision," 
points out Magazine. He cites fac- 
tors such as location and its positives 
that need to be considered before 
deciding to go ahead. “This is defi- 
nitely not a market for specula- 
tion," he states emphatically. 

For the buyer, the underlying 
principle is rather simple and that is 
caveat emptor. Knight Frank's Vakil 
explains that the biggest slowdown 
this time has been in the Rs 15-35 
lakh price range. “This has taken 
place across the country," he adds. 
If prices appear to be slowing down, 


get some good deals. Vakil, in that 
context, thinks that it is a good 
time for the buyer and he can get a 
lot more from the developer. *He 
can afford to wait for 2-3 months," 
he adds. 

In a scenario where interest rates 
are still on the upward path, monthly 
outflows could still increase. Buyers 
will have to strike a fine balance 
between affordability and, more 
importantly, the right property price. 
Clearly, be more than ล bit cau- 
tious. Buy at the right location and 
bargain hard with the builder. It’s 


going to be a buyer's market now. 


ADDITIONAL REPORTING BY 
RAHUL SACHITANAND, 

E. KUMAR SHARMA, 

RITWIK MUKHERJEE AND 
PALLAVI SRIVASTAVA 
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Over to Debt Funds? 


With interest rates rising, some debt funds will fare better and 
others will lag. Know how to invest in them. MAHESH NAYAK 


OR SOME TIME NOW, 
bs Bhalla (name 
. changed), 35, an execu- 
tive at a foreign bank, has been 
shifting his investments from a 
mere savings account to fixed 
income funds as the yields have 
turned attractive. He recently 
invested in a one-month fixed 
maturity plan (FMP) at an ind- 
icative yield of 8.5 per cent 
per annum. Says Bhalla: “1 
have invested my liquid cash in 
a monthly FMP that gives me 
higher interest rate than savings 
banks as well as the option of 
re-investment at zero entry and 
exit load." 

For the conservative fixed 
income investor, there has 
never been a better time to 
invest in the debt instruments. 
Yields are rising, and investors 
are increasingly warming up 
to debt these days. Though 


returns from debt funds aren't “Currently, an FMP is the best bet an 
extraordinary as compared  jnyestor can get into. Apart from robust 





to, say, equities, they have returns, the paper has low risk” 


increased by about 100-200 
basis points in the last year. 
Average returns from debt 
funds were around 7.31 per cent 
last year. Indicative yields on FMPs 
lately is around 8-9 per cent, a 
shade higher than debt funds. Yet, 
not all debt funds make invest- 





Dheeraj Singh/ independent consultant 


ment sense. 


Rising rates don’t impact all 


debt funds in the same manner. 


Debt funds, due to the composi- 
tion of their holdings, may either 





see an increase or decrease in 
their NAV (net asset value), if 
the rates rise. If a debt fund 
has invested in long-dated se- 
curities, rising interest rates 
reduce the price of securities 
and therefore impact the NAV 
negatively. A floating rate 
fund, on the other hand, can 
re-price its yields according to 
the market conditions, which 
will benefit the NAV. 

So, go selective while inv- 
esting in debt funds. Market 
watchers opine that the interest 
rate seems to be peaking out. 
Says Nilesh Shah, cio, 
Prudential ICICI AMC: 
“Irrespective of the equity 
movement, one should always 
hold debt from an appropriate 
asset allocation. Unlike the past 
four-to-five years, the equity 
market is not expected to 
match its impressive return. 
Interest rate is expected to 
peak and debt funds are exp- 
ected to show signs of revival, 
thus giving opportunity for 
investors to make money in 
both class of assets.” 


But Debt has Options 

Maximising yields on debt revolves 
around choosing funds carefully. 
FMPs score here. They have a fixed 


Inside the Debt Fund 


Interest rates have an inverse relationship on the price of debt securities — 
If the rates rise, their prices fall to adjust for the current yield, and vice versa 


If a fund holds a large portfolio with securities of longer maturities, the 
impact on NAV is usually negative when rates rise, and vice versa __ 


As interest rates harden, short-term debt funds have the least impact on NAV 
At this point, it's better to invest in fixed maturity plans or liquid funds 








Debt Options and Strategy 


LONG-TERM FLOATING RATE FUNDS 


: Floating rate debt securities (including floating rate securitised debt, money market instruments 
and fixed rate debt instruments swapped for floating rate returns) maturing in 12-18 months. Some invest in fixed 
rate debt securities (including fixed rate securitised debt, money market instruments and floating rate debt instru- 
ments swapped for fixed returns) 





1-month’ 3-month* 1-vear 









Principal Floating Rate Flexible Maturity 11.90 


ABN AMRO Money Plus Reg 11.19 0.71 2.26 
Templeton Floating Rate LT 13.74 0.72 2.35 
Birla Floating Rate LT ES res 
Tata Floater 11.22 






Average 


Expert view: You should park your money here as returns are higher than FDs 


SHORT-TERM FLOATING RATE FUNDS 
j : Debt and money market instruments that mature usually between one and three months. Some of 
the instruments invested are floating in nature 










| month 3-month* 1-year 





ICICI Prudential Floating Rate D 11.19 





Principal Floating Rate Short Maturity Inst 11.90 0.69 2.37 
Tata Floating Rate ST Inst 1192. 0:71 2.27 
Templeton Floating Rate ST Inst 11.26 


ICICI Prudential Floating Rate C 11.96 





rt view: Enjoys advantage over savings accounts with liquidity and higher rates 
SHORT-TERM DEBT FUNDS 


: Provides stable returns by investing in fixed income securities, money market instruments and 
lower-end structured obligations usually of two-to-six months maturity 















, 


l -month 3-month* 1-year 


Birla Sun Life Short-term 
0.88 





Tata Short-term Bond - 13.60 2.42 
Reliance Short-term 13.31 086 2.44 
ING Vysya Income Short-term 


Sundaram BNP Paribas SD Short-term 


ULTRA SHORT-TERM DEBT FUNDS (LIQUID) 
Objective: Generate optimal returns consistent with moderate levels of risk and liquidity by investing in 
extremely short-term debt and money market securities 






3-month* 1-year* 











10.95 0.63 





ICICI Prudential Liquid Inst | 


DWS Money Plus 11.01 07. 239 

LICMF Liquid 1384 066 2414 

Templeton India MMA - | 1.00 08 2.38 
Saving Plus Retail 1654 ^ 0.74 








iew: Should park your funds following the uncertainty of a rise in interest rates 


* Average returns in percentage as on June 13, 2007 NAV in Rs Source: Valueresearchonline.com 


tenure and the yields are higher 
than a regular debt fund. Says 
Dheeraj Singh, an independent con- 
sultant: “Currently, an FMP is the 
best bet an investor can get into. 
Apart from robust returns, the 
paper has low risk.” Over the long 
term, FMPs also score because of 
their tax advantage. “Investors 
should invest in long-term FMPs 
with maturity of 12-18 months,” 
says Shah. 

But if you are looking for a 
short-term investment, it’s best to 
opt for short-term FMPs and liquid 
funds. Says Singh: “The uncertainty 
over rate hike still persists and if 
the interest rates see a massive move 
up, staying invested in short-term 
FMP and liquid will give the investor 
the added advantage over long-term 
FMP.” Short-term floating rate funds 
are also an excellent option in case 
you have idle funds lying in your 
savings account. Over the past one 
year ended June 13, 2007, average 
returns from short-term floating 
funds were 7.14 per cent, com- 
pared to 6.98 per cent of long-term 
floating funds. 

Experts don’t see any reason 
for investing in regular bond funds. 
“From the current levels, there 
aren't any signs of a massive blip in 
the interest rates and there is no 
incentive to invest in regular bond 
funds, at the short-term or the 
long-term,” says Singh. “However, 
if interest rates see a massive surge 
and not expected to sustain at 
those levels, short-term funds 
would be an attractive option for 
investment.” In the past one year, 
the average returns recorded by 
short-term debt funds have been 
6.96 per cent. 

When interest rates start to dec- 
line, regular bond funds will bene- 
fit and investors will make double- 
digit returns from the rising prices 
of underlying debt securities. But 
for now, it’s best to park money 
in FMPs, liquid funds and short- 
term funds. 
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CORPORATE 
CHALLENGE 
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In association with 





The duel is back as Microsoft Corporate Challenge; India's first inter-company team 
building televised competition draws for the third time. The hugely successful 
international format pits India's renowned corporates against each other in the 
ultimate war of physical and mental combat. Row, cycle, run and crack the toughest 
of board games because only the quickest draw will survive. Like always, teamwork 
and bonding will help beat the odds. So, is your company ready to launch its attack? 


Are you ready to go all guns blazing? 





* Signature Succestórles, ”” Contoinr no fruit. Contains added flavour. 








bt money 


The 2008 Tax Guide 





Tax planning can be a breeze if you take the 


right steps early enough. KAPIL BAJAJ 


HILE FINANCE MINIS- 
ter P. Chidambaram 
has not offered exc- 


iting benefits to taxpayers in 
Budget 2007-08, you still have 
plenty of options to save taxes. 
If you haven't already started, 
now is the time to make your 
tax moves. "Ideally, start tax 
planning at the beginning of a 
financial year. It's the time 
when you get your pay hike 
and have an idea of the sav- 
ings potential," says Vikas 
Vasal, Director (Personal 
Finance), KPMG India. “It’s 
important to make an early 
start in providing for your 
planned investments." 

Begin with the basics. *The 
objective of tax planning is to 
minimise your tax liabilities 
without breaking the law and. ว 
to maximise returns from your 
income by taking advantage 
of certain provisions of the 
law, such as Section 80C of 
the Income Tax Act," says 
R.N. Lakhotia, a New Delhi- 
based tax consultant. 

Under Section 24B of the I-T 


+ a 


breaking the law” 
R.N. Lakhotia/ Tax consultant 


A Systematic Investment Plan (SIP): Opt for monthly or 
quarterly investment which can be directly debited from 
your bank account in equity-linked savings schemes 


A PPF: Instead of making one large lumpsum deposit, 
earmark monthly amounts for PPF, say, Rs 5,000 p.m. 
A Insurance: Don't wait till February/March to make your 
. premium payments. Try finishing all your premium 
payments by December, say, in quarterly or six- 
monthly payments 


A Home loan: Though interest rates are going up, home 
loan continues to be a great tax-saving and asset- 
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‘The objective of tax planning is to 
minimise your tax liabilities without 


Act, for example, you enjoy I-T 
exemption on amount up to 


Rs 1.5 lakh a year paid as int- 
erest on your home loan prin- 
cipal. This provision not only 
encourages you to reduce your 
tax liability, but enables you to 
borrow and build an imp- 
ortant asset—your house. 


Assess the Income 
Know where your income is 
expected to come from. *The 
I-T Act defines income under 
the five heads of salary, house 
property, capital gains, busi- 
ness/profession, and other 
sources. You start by aggre- 
gating your expected annual 
income from all sources," says 
Deepak Jain, CEO, 
Etaxesindia.com, an online 
tax planner. 

After deducting ‘exempted 
items’ allowed under the I-T 
Act, you are left with your 
‘taxable income’, a large 
chunk of which invites zero 
tax and the rest is taxable (see 
The Basics of Tax 
Computation). “Tax planning 
ends at this point, but a savvy tax- 
payer would have minimised his 


cuf 


HSOHD MVYVH*Y1HS5 


” i. 


Six Avenues That Cut Taxes and Build Assets 


building investment avenue. If you already have a house 
of your own, you may like to go for a larger house 


A Equities: Making direct investments in stocks has bec- 
ome easier with the advent of demat trading. Even 
though you don't get any tax deductions, there's an 
exemption from capital gains tax if you hold your 
investment for 12 months or more 


4 Gold funds: Instead of buying coins or jewellery, you 
may like to go in for gold funds, particularly through the 
MF route. Again, there is capital gains tax exemption if 
you hold your investment for 12 months or more 
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taxable income by taking advan- 
tage of as many provisions for 
exempted income as one can," 
says Jain. 

Make the most of investing 
under section 80C. “Section 80C 
of the i-T Act, which allows ded- 
uction of up to Rs 1 lakh, is the 
roomiest part of your tax plan- 
ning. It’s where you can make pro- 
ductive investments while min- 
imising your tax liabilities," says 
Sulabh Lohia, a Delhi-based char- 
tered accountant. Investments all- 
owed under 80C include life in- 
surance (also unit-linked plans), 
public provident fund (PPF), retire- 
ment fund, national savings cer- 
tificates (NSCs), infrastructure bonds, 
school fees for up to two children, 
payment/repayment for purposes of 
purchase/construction of a house, 
equity-linked savings scheme or 
ELSS (essentially mutual funds, but 
with three-year lock-in), fixed dep- 
osits (lock-in of five years), etc. 

"Take a home loan if you 
haven't already done that, and 
claim deduction for the same. Also, 
insurance, particularly equity-linked 
plans, has become a great way of 
reducing tax liability, hedging 
against risk and making money in 
the process," says Vasal. 


Plan the Investments 
Jain says deduction under 80C 
should be treated as more than 









Four Must-use Tax-savers 





age, which your employer pays 


. อ อ น ค น tiom 80C or chapter VI A: Investments of up 
~ to Rs 1 lakh in instruments like equity-linked savings 
` schemes, PPF and insurance are exempt from income 
tax. Make use of the entire limit under this section 


A Reimbursements could be better: Employer 

reimbursements that don't constitute the part of salary 
are tax-efficient with the fringe benefit tax. Some 
perquisites attract 6.798 per cent of FBT on an aver- 


The Basics of Tax 





Computation 


A Gross total income: This can 
come from salary, house prop- 
erty, capital gains, business/pro- 
fession, and other sources such 
as dividends, interest, lottery 
winnings, etc. 

À The exemptions: From the above, 
the exemptions under chapter VI 
of the I-T Act are deductible such 
as under sections 80C, 80CCC, 
80CCD, 80D, 80DD, 80DDB, 
80E, 80G, 80GG, 80GGA, 
80GGC & 80U. Further 
allowances such as HRA, LTA, 
conveyance allowance, TA & DA 
are deductible depending on 
certain conditions 


A Taxable income: This is the 
amount of income on which tax is 


paid at the slab rates specified below: 
A Basic individual and HUF 
tax rates 


Incomes (Rs) 

Up to 1,10,000-+ 
1,10,001-1,50,000 
1,50,001-2,50,000 
2,50,001 and above ^ 


*Taxable income 

** Exemption limit for women: Rs 1.45 000; 

senior citizens: Rs 1,95,000 

^ |n case of income exceeding Rs 10 lakh, a surcharge of 10 
per cent is levied on income tax liability 

Education cess rate increased from 2 to 3 per cent from 
2007-08. It's levied on income tax liability + surcharge 

(if surcharge is applicable) 





IT. Further, rent paid by 
you is also eligible for 
deduction from the house 
rent allowance you receive 


A Stocks and MFs are 
conditionally tax-free: |f held 
for more than a year, 
investments in stocks and 


just a tax-saving exercise. "Many 
people just dump their money in 
insurance or PPF, without taking 
into account returns and their fut- 
ure cash-flow requirements. That's 
a bad strategy. Treat the leeway 
under 80C as a portfolio of inv- 
estments with the desired level of 
liquidity," he says. 

Other sections can be advan- 
tageous to you if you are eligible 
for them. Under Section 80D, for 
example, deduction of medical ins- 
urance premium has been enh- 
anced this year by Rs 5,000 to 
Rs 15,000 (to Rs 20,000 for senior 
citizens). Under section 80DD, a 
taxpayer, who has a dependent 
with some form of disability, can 
claim deduction in respect of the 
latter’s medical treatment up to 
Rs 50,000. Likewise, a deduction is 
allowed on interest paid on a loan 
for higher education. 

Another important element of 
tax planning is to maintain vouch- 
ers and other documents that 
track your transactions. “If you 
purchased a property for Rs 25 
lakh, but only had Rs 5 lakh in 
your bank account, you will have 
a legal obligation to show where 
you got Rs 20 lakh from," says 


Lakhotia. In cases where a person 
financially helps one of his rela- 
tives, the documentary proof could 
be as simple as a signed statement 
on ล plain paper. 


mutual funds do not invite capital gains 


tax. For less than a year, there's a 10 per cent tax. 


| . A Avail HRA and benefits of housing loan: Home loans 


~ interest repayments up to Rs 1.5 lakh are exempt from Dividends from stocks are also tax-free 
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"We decided to put 

these curbs in place after 
realising the need for 
confidentiality of 
customer data” 


T.V. Mohandas Pai/ Director (HR 


BREAKING FREE 


bond-ed Labour 


IT companies are offering job contracts that bar employees from joining 
rivals, vendors or partners. Here's how you can steer clear of the tangle. 
VENKATESHA BABU & RAHUL SACHITANAND 


HEN SHRUTHI MENON 
(name changed on 
request), a 23-year- 


old telecom engineer, quit her 
job at an Indian IT services 
giant to join an MNC com- 
petitor just nine months into 
her job, she never anticipated 
the shocker of a notice she 
received. She was asked to 
pay a sum of Rs 1.25 lakh, 
which, the Indian company 
said, it had spent on her 
"training". Otherwise, she 
would neither get the release 
letter nor have her dues 
cleared. With her new empl- 
oyer insisting that she get a 
clearance certificate from her 


employer before joining her new 
role, she had no choice but to cough 
up the said sum. Four months into 





“We invest in training employees and we need 
to make sure that we can retain them once 
they go live on a project" 


Singh / HR (Head)/ Perot Systems India 


her new job, Menon says: “For all 
the opportunities in the industry, 
nobody wants an employee who is 


seen as troublesome. Had | 
stood my ground and 
challenged them, I could 
have legally won. But it's 
not worth the trouble." 

Welcome to the brave 
new world of information 
technology where compa- 
nies are trying every trick 
in the book to hang on to 
their employees. Retaining 
the best and the brightest is 
a challenge for these IT 
players as the industry 
braces for a shortfall of 
500,000 employees Over 
the next two years. 

At the receiving end 
are the code-jockeys and 


the others. While there do exist 
soft sops such as entertainment 
centres and créches, rr players are 


HR heads are bringing into play a variety of bonds 
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bringing into play a variety of 
bonds to hold on to flighty code- 
jocks in search of greener pastures. 

While the first versions of the 
employee bonds were targeted at 
the globe-trotting sales and 
marketing personnel, several newer 
versions have come to the fore over 
the last couple of years. “IT 
companies do not use bonds only for 
globe-trotters; senior managers, too, 
are being locked down along with 
techies who've been put on extended 
training programmes," says Kris 
Laxmikanth, CEO, The Headhunters, 
a Bangalore-based HR Consultancy. 

Several IT players, including 
Infosys and Wipro, use these bonds. 
Pratik Kumar, Corporate VP (HR), 
Wipro, which has a staff strength 
of 67,818, candidly says that high 
training cost and high attrition rates 
are making this necessary. 

For instance, Wipro gets a 
legally enforceable bond signed by 
all fresh campus hires that says they 
will not quit in the first 15 months. 
[n case they do, they have to pay the 
company a sum of Rs 75,000. Says 
Kumar: “Wipro puts in considerable 
money, time and effort on train- 
ing its workforce. For several 
months while we pay them salaries, 
they are unbillable and generate no 
revenue for us. It's only fair that 
they compensate us if they want to 
quit after training." 

Given the compulsions of these 
corporates, how justified are these 
bonds? Gautam Sinha, an XLRI- 
alumnus who runs TVA Infotech, a 
placement agency, says that such 
measures are reminiscent of the 
excesses of the early growth years of 
the industry. “While understandable 
from the companies’ perspective, 
the measures are retrograde. You 
cannot force a person to work against 
his wishes. Attrition is a huge chal- 
lenge affecting the whole industry, 
but bonds are not the answer.” 
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“Rather than ink a deal for a six-month lock-in period, try and 
aep for three months. Even financial penalties can be debated" 


/ Partner/ Stanton Chase 















“Our attrition is among the 
lowest in the industry. It 


way to retain people” 
HR (Head) 








For Perot Systems, reining in 
attrition is a key part of its strategy 
in India and it actively uses bonds 
during the training phase, according 
to Sheela Singh, HR Head of the 
company. “We invest in training em- 
ployees and we need to make sure 
that we can retain them once they go 
live on a project,” she contends. 
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While employees sign a bond during 
their training stint at Perot, those 
who do leave during this time need 
to pay a 


At rr bellwether Infosys. bonds 


“substantial amount" 
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“Wipro puts in considerable time, money and effort on training, It's 
only fair that they (employees) compensate us if they want to quit" 


Pratik Kumar/ Corporate VP (HR)/ Wipro 


place after interacting with some 
clients and realising the need for 
confidentiality of customer data," 
says T.V. Mohandas Pai, Director 
(HR), Infosys. Infosys does not have 
a generic bond in place preventing 
techies from moving to competi- 
tors; the existing version bars em- 
ployees from working on projects of 
its clients at another company for a 
period of six months. 

Is there then a way out for the 
trapped code-jocks? Perhaps, ves. 
HR consultants and legal experts 
say that there are ways around 
these stumbling blocks if someone 
is really keen to change jobs. *These 
bonds aren't legally enforceable," 
says Laxmikanth, adding, *compa- 
nies use these measures only to try 
and scare or intimidate employees 
and to try and keep their attrition 
rates low." 

Others such as IP (Intellectual 
Property) and 11 law expert and 
Supreme Court advocate Pavan 
Duggal, however, believe that the 
law isn't taking a one-size-fits-all 
approach to this issue any longer, 
and now balances an employee's 
fundamental right to a livelihood, 
with the more recent stress on data 
privacy and protection of privileged 
company information. Citing the 
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m Read the fine print before signing 


a Remember, everything—fr 
notice period to financial 


penalties—is up for negotiation. 
Nothing is is cast in cast in stone 


m Take legal opinion b before signing 
important employment contracts 


m in case nothing works, hirea 


competent lawyer as most of | the 
bonds are not enforceable 








change in court's stance over the 
Issue, Duggal explains: “Courts used 
to toss these bonds out stating they 
contravened Article 19 of the 
Constitution (Fundamental Rights), 
which gave people the basic right to 
work." However, in an ongoing 
case in the Delhi High Court, an 
employee has been asked to serve a 
four-year bond because he held 
confidential company data with 
him, which could have been 
misused. *Given the stress on data 
privacy and theft, in many cases it 
could favour employees if they're 
relatively junior and have no access 
to confidential data," says Duggal. 


In such a scenario, the buzz- 
word for techies is: exercise cau- 
tion. Rather than signing | your pa- 
pers in haste while joining an 11 
company, negotiate the duration 
of a bond and the payout for 
breaking the same. Companies are 
usually open to negotiations, say 
HR consultants. *Rather than ink a 
deal for a six-month lock-in period, 
try and bargain for three months. 
Even financial penalties can be de- 
bated," says Venkat Shastry, Partner 
at Bangalore-based Stanton Chase. 

However, negotiating with 
larger companies can be a formida- 
ble task. HR consultants explain that 
these large companies have iron- 
clad bonds in place to try and keep 
their highly-trained flock together. 
"Once you join these companies, 
you rarely have a choice about sign- 
ing these bonds. Such companies 
can make life difficult for you if 
you try to find your way out of 
these bonds," warns The 
Headhunters’ Laxmikanth. 

Code-jocks, however, are known 
to use a multitude of ways to dodge 
the restrictions of bonds and other 
agreements. While persuasive skills 
always come in handy, some take a 
sabbatical and others lie low and 
refresh their technical skills or move 
to non-competitive clients. 

The bottomline, however, is that 
people are at a premium. “It’s in the 
companies’ interest to make the 
contract-affected workforce 
productive at the earliest. Some 
firms are willing to cough up the 
penalty to get top talent aboard,” 
says Shastry. 

The other option is to hunt for 
companies that don’t have any bond 
system in place and try to jump 
aboard. “The fact that our attrition 
is among the lowest in the industry 
proves that bonds aren’t the only 
way to retain people,” says Bhaskar 
Das, Vice President (HR), Cognizant, 
one of the few companies that do 
not rely on bonds to forcefully 
retain talent. 


Number-crunching Pays 


Actuaries are in demand from insurance companies. 


ITH THE INSURANCE SECTOR ON A HIGH, IT IS 
X time for actuarial professionals to raise a toast. 
“There is a yawning demand-supply gap for these 
professionals. While life insurance companies are 
the traditional employers of actuaries in India, non-lite 
insurance, asset management firms, reinsurers, large 
insurance broking houses and consulting companies 
also need them,” says Tushar Basu, Director, Analytic 
Consultant, an HR consulting firm. Actuaries are key 
players in the management teams of these companies 
as they are expert risk managers, he explains, adding 
the demand is likely to emerge beyond insurance in 
areas like large infrastructure projects that involve 
long-term finance. 8i 
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FACT BOX 


WHO'S HIRING: LIC, NIC, ICICI Prudential, Tata AIG, Bajaj Allianz, 
Reliance Life Insurance, large insurance broking houses, 
consultancies and a host of companies in the non-life insurance, 
health insurance and asset management and reinsurance spaces 


WHO'RE THEY HIRING: Graduates and above (preferably in 
commerce, economics, mathematics and statistics) with good 
communications, analytical, problem-solving and IT skills 


AT WHAT LEVEL: Mostly at the entry level. About 15 per cent of total 
recruitments are at senior level 


AT WHAT SALARIES: Rs 2.4-3 lakh at the entry level (it can vary 
according to location), Rs 4.8-6 lakh at middle level and for qualified 
actuaries, Rs 6.5-12 lakh plus (senior level). There are freelancers 
and self-employed actuaries as well 


WHAT ARE THE NUMBERS LIKE: India will need at least 40,000 
actuaries over the next couple of years, including freelancers and 


self-employed professionals 





COUNSELLING 


HELP 
TARUN! 


Q: | have a Master's degree in Accountancy and am now 
interested in pursuing an MBA in retail. Are there any 
institutes that offer specialised programmes focussing 
on retail management? 

There are many institues that offer courses on retail 
management. These, however, are not the same as an 
MBA. With a traditional MBA, one can pick up a job in 
any industry and it also gives you the flexibility to 
change industries if you want to. The retail speciali- 
sation will give an advantage of being in a growing 
industry segment where there is a dearth of people. 
For more details, go to bttp://wtww.indiaeduca- 
tion.info/careercenter/retail_mgmt/. 


Q: | am a 29-year-old marketing executive working with a 
software solutions company. Please suggest a good 
executive programme or some additional courses that | can 
pursue to improve my career prospects. 

You have a lot of options to choose from. First, 
there are short-term courses on sales, negotiations, cus- 
tomer service, etc. You can also do a post-graduate 
diploma in sales mangement. An MBA in marketing 
(full-time), if possible, or a part-time course, can 
also help your cause. You can also check out sites like 
bttp:lluww.webindial23.com/careerimanage!mark.btmi. 
Answers to your career concems are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 


c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 


Search for a job with a Monster 
by your side 


Monster has the best employers hiring online.. 
Post your Resume for FREE Today 


© monster.com 


Sharp search. Right jobs. 








Jobs Today 


Senior Management Jobs 


@ 


monster.corr 





Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


ACL Wireless Ltd., Sr. Vice President 
- Technology, Noida, 10 - 15 Years, 
3683949 

Aspirant should have excellent knowledge on 
Java, J2EE, Wireless Technologies and 
Hands-on experience of formal tools & 
methodology of software and product testing. 


Bharti Comtel Ltd., Sr. HR Manager, 
Bangalore, 8 - 10 Years, 3718487 

Candidate should have handled employee 
relations, manpower planning, compensation 
and benefits etc. He should have been into 
strategy making & should be able to plan for 


the business at large. 


Bhima Soft Pvt. Ltd., White Box QA 
Manager, Bangalore & Chennai, 

8-15 Years, 3767882 

A successful candidate will have a strong track 
record of API level testing, developing new 
automated test suites, evaluating test coverage, 
performance bench marking, providing high- 
quality feedback on the state of the product 
etc. 

Career Forum Limited, Regional 
Manager, Bangalore, 6 - 8 Years, 
3782482 

As ส Regional Manager, you will be 
responsible for independently building, 
nurturing and motivating a team of Branch 
Managers to successfully manage a region and 
achieve targets. 


Ciena, Director of Software, Gurgaon, 
16 - 20 Years, 2748388 

Job responsibilities would be coordinate the 
design, development, release and maintenance 
of software platforms for multiple Ciena 
telecom equipment platforms. Manage 
multiple development projects with 
aggressive schedules in a fast-paced work 
environment, 

EMC Corporation, Manager Tech 
Support, Bangalore, 8 - 12 Years, 
3717351 

Applicant should be able to manage the 
coordination, implementation, 
administration & execution of technical 
Support programs, personnel, 
communications, projects, products, 
performance metrics/standards, as well as 
strategic policies & directives for assigned 
areas, 






HDIL, General Manager Projects, 
Hyderabad & Kochi, 15 - 20 Years, 
3032151 

Candidate should be B.E.(Civil) and minimum 
15-20 years of working experience in large 
construction house basically involved in 
construction of Residential & Commercial 
Buildings in out of which at least 5-7 years 
experience ata senior management level. 


Infotech Enterprises Limited, 
Practice Head - 
Telecommunications, Hyderabad, 
15-22 Years, 3619353 

He should have hands on experience in 
building proprietary tools and methodologies 
with solution orientation, coupled with great 
understanding of Global delivery Model. 


Inter Globe Technologies Pvt. Ltd., 
Delivery Manager, Gurgaon, 

10-15 Years, 3385448 

Asa Delivery Manager, you will be responsible 
for Client Relationship Management, people 
development, and software development & 
quality assurance of a business unit / practice. 


Jindal Aluminium Ltd., Chief 
Executive Officer / President, 
Bangalore, 8 - 10 Years, 3765240 
Applicant should be responsible for 
monitoring the performance of all 
departments within the organization such as 
Administration, HR, Operation, Finance, 
Costing, Commercial etc. 


Maytas Properties Pvt. Ltd., Head - 
Facilities Management, Hyderabad, 
15-20 Years, 3721406 

Incumbent should be responsible for setting 
up and running the facilities including interior 
fit-out projects, general administration, 
house-keeping, physical and electronic 
security transport, catering, pest control, 
health and safety, electro-mechanical 
operation and maintenance etc. 


Osim India, General Manager, Kochi, 
10 - 15 Years, 2875736 

We are looking for persons with 
entrepreneurial drive and ability to take and 
implement quick decisions. The person will be 
required to directly lead the Corporate and 
Institutional Sales in addition to managing 
teams. 


To know how to apply for these jobs, go to finance jobs listing page. 


: Monster rated the Best Jobsite 


in India by PC World 


Realty Automation & Secu: 
Systems Pvt, Ltd., GM Sales 
Marketing, Pune, 10 - 20 Ye: 
3732493 

Candidate should have experience 
establishing sales & marketing channels 
either similar products or products like UI 
Inverters, EPABX, Intercoms ctc. 


RSM McGladrey FPO India, Pro 
Manager - IT, Mumbai, 7 - 10. Ye 
3422753 

The Project Manager will be responsible 
the development, maintenance and execu 
of project plans and the monitoring of ris] 
time, scope, and budget. 

Sambe Software Pvt. Ltd., CEO/ 
Indore, 12-17 Years, 3775684 
Incumbent should be able to explore & ex 
new profitable business opportuni: 
enhance & develop existing business on sl 
drilling industry. 

Singhi Advisors Ltd., Vice Preside 
Asset Reconstruction, Mumbai, 

7 -12 Years, 1928286 

Applicant should be an MBA, preferably 
an engineering background from a rep 
institute or a CA/ ICWA with relevant \ 
experience of 7-12 years with Investr 
Banks/ Consulting Firms/ Fls/ L 
Corporates having Multi-functional activ 
ctc, 


Tata Autocomp Systems Limited, t 
Product Development, Pune, 
15-20 Years, 3727378 

Applicant should be an engineer prefer 
with a post graduate qualification in Prox 
Development. He should have min 15 year 
experience in design, engineering, too 
preferably in tooling, sheet metal & cas 
products, 


Welspun India Ltd., Head HR, BI 
13-23 Years, 3772625 

Job responsibilities include preparation 
Organization chart in concentration 
various Heads of the departme 
Employees Joining & Induction, Develo 
Implementation of Company Policy 
Procedures with co-ordination of Sr. | 
Management, Develop better rapport 1 
Employees and outside agency. 






For employers - To get monster advantage...call us at 6000-6678 (local call) or 
email at sales@monsterindia.com 
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tead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Amazon.com, Quality Assurance 
Lead - Platform Verification Team, 
Bangalore, 5 - 8 Years, 3791754 

This person would be responsible for 
understanding the domain and the product in 
detail and coming up with the test 
strategy/planning, coming up with the test 
cases, driving the test case sign-off processes 
with the stakeholders etc. 


ASM Technologies Limited, GUI 
Developer, Bangalore, 6 - 10 years, 
3797027 

Duties include software module design and 
coding, participation in system design, 
development environment maintenance as 
required, development level testing and 
documentation, release engineering, and 
operational support. 

Camo Technologies India Pvt. Ltd., 
Instructional Designers, Bangalore & 
Gurgaon, 3-8 Years, 3796587 

Job requires a candidates who creates, 
develops, plans, writes and edits operational, 
instructional, maintenance or test procedures 
for paper, multimedia or web-based 
publication. 

CNA Analytics Information Systems, 
Java/J2EE Software Engineers, 
Mumbai, 3 - 6 Years, 2484231 

Selected candidate would be responsible to 
design, develop, support customized software 
for financial applications. He should have 
expérience with Internet technologies 
(application servers, web servers, databases, 
LDAP etc.) 


I Link Multitech Solutions Pvt. Ltd., 
Software Project Manager/ Project 
Lead, Chennai, 6-8 Years, 3794010 
Aspirant should have 6-8 years overall 
experience in Microsoft Technologies 
(ASP.NET, VB.NET, C#, Web Services, 
XML, COM/DCOM, NTier Architecture, 
SQL, Server 2000, Windows Internals), 


Infineon Technologies India Pvt. 
Ltd., IO Lead Engineer, Bangalore, 
8-10 Years, 3541015 

Candidate should be Masters/PhD in 
Microelectronics with specialization in analog 
and mixed signal design (IITs and NITs 
graduate preferred). 


Mastek Limited, Java/ J2EE 
Designer, Mumbai, 4 - 6 Years, 
3797610 

Incumbent should be strong in |2EE with min 
2 years of working experience as Designer, 
preferably from a product company. He 


should have good design skills and knowledge 
of OOAD and UML. 


Object Orb Technolgies Pvt. Ltd., 
Database Administrator, Bangalore, 
2-4 years, 3392610 

You will be responsible for all DBMS activities 
across the organization, such as setup and 
maintain production database servers, provide 
solutions to production database related 
problems within OOT and with OOT 
customers, query optimization, database 
Performance tuning etc. 


Objectwin Technology Inc., Dotnet 
Developers, Bangalore, 3 - 5 Years, 
3791017 

The Dotnet Developers should have at least 3 
plus years in c#, VS,Net, XML, Web Services, 
XML, OOAD. He must have knowledge of 
SDLC, should have very good 


communications skills. 


Seven Hills Business Solutions 
Limited, Manager Testing / QA, 
Hyderabad, 8 - 11 Years, 3794000 
Candidate should be B.E/ MCA/ MBA 
(Systems) from a premier College/ Institute 
with 8+ Years of experience in Software 
Testing and at least 2+ years in Managerial 
position. 


Shell InfoTech Pvt. Ltd., Testing 
Engineer, Hyderabad, 3 - 4 Years, 
3796005 

Entrant must be first class BE / B. Tech with 
Computer Science / Electronics, MCA with 3- 
4 years of experience in multi-disciplinary QA 
process environments. 


Sify Limited, Infrastructure Manager, 
Chennai, 6-7 Years, 3798053 

Entrant should have 6 to 7 yrs of 
technical experience and rest 1 to 2 yrs in 
management experience with good 
communication skills, ability to talk to 
international customers 


Sony India Software Center, SD Senior 
Consultant, Bangalore, 2 - 7 Years, 
2835807 

Incumbent should be Engineer / MBA with 
about 5-7 years of SAP SD techno functional 
experience and about 2-3 years of functional 
experience. You should have managed three 
full life cycle SAP implementations as a SD 
consultant. 


SumTotal Systems India Ltd., Data 
Center Administrator, Hyderabad, 
3-5 Years, 2967197 

Candidate should be able to performs system 
configuration, software installation and 
upgrades of Win2000 and Win2003 systems 
acting as web servers and application servers, 


Temple Technologies Pvt. Ltd., Java 
Programmers, Hyderabad, 3 - 4 Years, 
2891880 

Looking for Software Professionals with good 
communication skills. He should be 
experienced well aware of the languages like 
Java, C, C++, Jsp, struts. 


T-Systems, Sr. Project Manager - 
Mainframes, Pune, 9 - 12 Years, 
3359692 

Aspirant will be responsible for the overall 
project management covering [nitiation, 
planning, execution, control and monitoring 
of the project. He should be able to work with 
the Client Project Manager for planning, 
activities, obtaining necessary infrastructure 
support and decisions that are required for the 
project to progress. 


Varite India Pvt. Ltd., Team Lead 
(. Net), Noida, 5-8 Years, 3794118 

The incumbent should have experience of 
working on .Net Projects / Product with hands 
on experience on ASP.Net, C# and VB.Net. 
He should be comfortable in designing .Net 
web/desktop based applications using 
standard design patterns and OOPS. 


Wipro Technologies, PL/ SQL 
Developer, Bangalore, 4 - 6 Years, 
3796639 

You will be responsible for design, 
development and support of web based 
applications used by end users, production 
support teams and end user support teams of 
mission critical applications used. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Algorithms Software Pvt. Ltd., 
Business Development Manager/ 
Manager - Sales & Marketing, 
Mumbai,8 - 10 Years, 3788592 

You will be responsible for Planning and 
Implementation of sales and marketing 
strategies in the light of achieving the short & 
long range organizational objectives. 

AILE Technologies Pvt. Ltd., Business 
Development Manager, Noida, 

4-5 Years, 3781287 

You will be responsible for managing the 
Strategies and closing deals on a quarterly 
basis, effectively meeting the annual quota 
objectives for his assigned target. Responsible 
for proposing solutions to meet customer 
requirements. 


Cybernet Software Systems, Presales 
Team Lead, Chennai, 2 - 7 Years, 
3786277 

Candidate should be able to manage a small 
team of presales consultants, managing RFXs, 
Presentation and other deliverables, He 
should be able to respond to RFXs, support 
sales in Presentation, approach documents 
and other presales deliverables. 

Donear Suitings and Shirtings, 
National Sales Manager, Mumbai, 
10-12 Years, 3774556 

The NSM will be accountable for achieving all 
India targets, leading and motivating the sales 
force, setting up the distribution network, 
Implementing the marketing and promotion 
stategies. 

Frost & Sullivan, Chemicals Material 
& Food, Mumbai, 4 - 12 Years, 
3769785 

The candidate will be responsible for driving 
the F&B business - Food & beverage 
ingredients, FMCG products, Animal Health 
and Nutrition, Phyto/Herbal extracts, 
Polymers, Petrochemicals etc. 

Ingram Micro India (P) Ltd., Sr. 
Associate / Dy. Manager Sales, 
Bangalore, 2-8 Years, 3778196 

Duties would involve to receive incoming 
customer calls in line with required service 
levels, taking customer orders, provide 
information on product availability, 
discontinuation & special offers, provide 
pricing and quotations to customers. 


Kansai Nerolac Paints Ltd., Officer - 
Industrial Sales, Bangalore, 
2-5Years, 3779796 

The incumbent will be responsible for 
achieving sales & collection targets, 
developing new business, maintaining the 
stock norms, generating information reports 
on market share, new products etc. 

Magic Software Pvt. Ltd., Business 
Development Manager, Noida, 

4-7 Years, 3779756 

Ensure a continuous pipeline of prospects 
and leads in identified geographies. 
Coordinate with leads and clients during the 
presales process and stay informed to 
influence repeat business opportunities to 
grow the account. 


OnMobile Asia Pacific Pvt. Ltd., 
Product Manager, Mumbai, 3 - 6 
Years, 3771064 

Candidate will be responsible for product 
planning and execution, gathering and 
prioritizing requirements, translating 
customer needs into product requirements, 
defining the product vision & roadmap and 
working closely with engincering, sales etc. 
Pharma Focus, Senior Manager - 
International Business, Mumbai, 

4-9 Years, 3770542 

Applicant should be B.Sc, preferably 
B.Pharm with Management Degree / 
Diploma. Candidates with experience in 
Africa & South East Asia preferred. 


SAS Institute (India) Pvt. Ltd., 
Consultant - Customer Intelligence, 
Mumbai, 6-8 Years, 3764803 
Incumbent should be able to understand 
business requirements and translate it into 
software mapping.He should have 1 or 2 
project implementation experience in any of 
the CRM solutions like UNIQA (Preferred) / 
Teradata / Siebel etc. 


Smriti Netcom, Business 
Development Manager, Bhopal, 4 - 5 
Years, 3789732 

Aspirant will be responsible for developing 
and managing the Product Division 
independently. Dealing with IT giants Cisco, 
Microsoft, Oracle, D-Link, Symantec, 
Telindus etc. 


Softcell Technologies Ltd., Prod 
Executive, Pune, 2-3 Years, 340666 
As a Product Executive, vou will work clc 
with the Product Manager and assist hir 
conducting marketing and busir 
development activities that will resul 
achieving both top line and gross ma 
contribution for the business unit. 


Surya Roshni Ltd., Asst. A 
Manager, Ranchi, 6 - 8 Years, 37683 
The incumbent must be from a rep! 
Business School having PGDBM / N 
degree with 06 to 08 years experience of | 
Sales in FMCG industries out of which 
three years must be Sales Head of a State. 


Systime Computers India Li 
Assistant Sales Manager, Kolkata, 

2-5 Years, 3780720 

Job responsibilities would include Sales 
Business Development for EMS/SCAD, 
the region. The ideal candidate is expecte 
have 4-5 years of experience in selling 
electrical products / systems. 


Transasia Biomedicals Lt 
International Business Manag 
Mumbai, 8-15 Years, 3775726 

You will be responsible for monitorin; 
generating expected business in the assig 
countries to mect the sales targ 
Identification, finalization of distributors 
business cooperation in various countrie 
the respective geographical area. 


Welspun India Ltd., GM - Marketi 
Mumbai, 4-12 Years, 3021430 

The candidate should be BE & MBA with 
15 years experience. Candidate will 

responsible for an independ: 
market/region in an engineering/he 
fabrication / metal working industry. 


Wings Pharmaceuticals Pvt. Lt 
RSM (Pharma), Lucknow, 8 - 12 Ye? 
3781486 

Incumbent will be responsible for Sales Ta: 
Achievement & will lead Team of 3 ASM / 
and 12 sales representative & C & F 
Lucknow. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Finance Jobs 


tead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Auchtel Products Ltd., Accounts 
Officer, Mumbai, 3 - 13 Years, 2769465 
[deal candidate will be a B.Com graduate with 
at least 3 years of experience in Accounts 
Department of manufacturing firm, 
preferably a chemical company. 


Bajaj Capital, VP-Accounts, Delhi, 
15-20 Years, 3772216 

Incumbent will be responsible for 
Management of Receivables, Payable, 
accounting and Compliance. He/she should 
be able to Ensure timely statutory compliance 
under Income Tax Act, PF, Vat, Excise Act etc. 


Ballarpur Industries Limited, 
Accountant, Warangal, 3 - 5 Years, 
3805552 

The incumbent should be well versed with 
accounting, taxation and auditing procedures. 
He will be independently responsible for 
accounts function based at Warangal and will 
report to Head Accounts at BTTL based at 
Ballarpur (Maharashtra). Knowledge of 
Telegu Language is essential. 


CEI India Pvt. Ltd., Senior Finance 
Executive, Chennai, 5 - 10 Years, 
3641249 

Applicant should have Bachelors Degree in 
Accounting or Corporate Secretaryship. He 
should have minimum 5 years of experience 
with 3 years of Management experience and 3 
years in IT industry with good Knowledge of 
Accounting Practices. 


Coca Cola India Inc., Associate / 
Assistant Manager - IT Audit, 
Gurgaon, 3-6 Years, 3797531 

Entrant should independently verify and 
check Information System controls at 
3ottling Units, Corporate / Division Office to 
assess potential exposures relating to 
[nformation security and integrity and 
'écommend appropriate practical solutions 
"or mitigating IS risks. 


2 ๐ 1๐ ๓ ๑ ๐ ๓ Asia Pvt. Ltd., Accounts 
Manager, Mumbai & Goa, 5 - 15 Years, 
5802693 
Required a CA to work in our accounts with 5- 
10 years experience in manufacturing industry 
preferably MNC). Proficiency in Computers 
with regards to Excel, ERP system, oracle . 


Future Tech, Finance Assistant, 
Mumbai, 2-4 Years, 3724427 


Person should be able to set up & coordinate 
for sales meetings between client and 
relationship managers. 


Oscar Leathers Pvt. Ltd., Accounts 
Officer/ Accountant, Mohali, 

4-7 Years, 3788666 

Candidate should be Commerce Graduate 
with 5-7 years experience in a manufacturing 
company. He should have knowledge of Tally 
and export documentation. He should be 
capable of finalization of acounts and 
preparation of balance sheet. 


Raptakos Brett & Co Ltd., Executive 
- Accounts (Payroll / Costing) , 
Mumbai,3-5 Years, 3779733 
Candidate should be Commerce graduate 
having 3-5 years work experience in handling 
Costing, salary packages (Payroll) in 
manufacturing industry. 


Sambe Software Pvt. Ltd., Assistant 
General Manager - SAP, Mumbai, 6 - 8 
Years, 3777837 

Theincumbent would be expected to optimise 
utilisation by streamlining process, debugging 
etc. Would have to co-ordinate closely with 
different divisions/ locations for smoother 
and timely out-put. 


SAS Institute (India) Pvt. Ltd., 
Financial Pre-sales Management, 
Mumbai, 7 - 10 Years, 3683808 

Overall experience (8-10 years) 4-5 years of 
finance work experience, working with both 
internal and external customers and 2 - 4 years 
experience with enterprise software and 
project management and presales 
engagements. 


Sejal Architectural Glass Ltd., 
Business Executive - Credit Control, 
Mumbai, 4-5 Years, 3787301 

Entrant should have complete knowledge of 
Accounts and Master in Tally software, should 
be able to do account reconciliation with 
clients, regular follow-ups with clients 
regarding outstanding payments. 





L. UU U L. C C — 


SKP Group, Manager - Accounts, 
Bangalore, 3 - 5 Years, 3802840 

The ideal candidate will have the proven ability 
to manage multiple projects at once and enjoy 
a fast paced environment. The candidate 
should be flexible, extremely organized and 
have the desire to consistently achieve high 
levels of success. 


Sundaram Jewels Pvt. Ltd., Junior 
Accountant, Mumbai, 1 - 10 Years, 
2682065 

Junior Accountant will be responsible for daily 
accounting activities and will be required to 
interact with various government and non- 
government agencies like banks, customs, 
trade associations, etc. 


The Madras Advertising Company 
Pvt. Ltd., Senior Accountant, 
Chennai, 5-10 Years, 3807431 

Aspirant should be able to handle the 
complete Accounts software package - 
Maintaining of various accounts in the 
software. He/she should have thorough 
knowledge in the areas of Income Tax, 
Service Tax, TDS, Company law matters, 
MIS, etc. 


Valere Power India Private Limited, 
Controller Finance, Hyderabad, 
Pune,4-14 Years, 3803527 

CA or CA in process, with 4 or more years of 
experience of Finance & Accounts functions. 
You should be able to communicate in English 
& if required, available occasionally during 
late evening for telephonic conversations with 
the US Parent company officials due to time 
difference. 


WIN Information Technology Pvt. 
Ltd., Chartered Accountant, 
Hyderabad, 2 - 10 Years, 3774387 
Candidates should have 2+ years experience 
in the relevant field. Responsibilities would 
include MIS reporting, Corporate finance, 
Budgetary control and accounting, 
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An opportunity to lead a success story 


Gujarat Tea Processors & Packers Ltd. (GTPPL), the flagship company of 
the Wagh Bakri Tea Group, is ranked amongst the top three in packaged 
tea industry with a turnover over Rs. 250 crores, including exports. The 
group is an undisputed market leader in Gujarat, Rajasthan and Madhya 
Pradesh. The group is poised for rapid expansion in Maharastra. 


To spearhead this growth, the group is looking for professionals with ล 
proven track record. 


REGIONAL SALES MANAGER - MUMBAI (Code: RSMM) 
AREA SALES MANAGERS - MUMBAI / PUNE / NAGPUR 
(Code: ASMM) 


The candidates will direct the sales related activities in assigned markets. 
They will be responsible for achieving sales and distribution targets for 
their respective territories and will report directly to the Head - Sales, at 
Mumbai office. They will be given full freedom to lead a team of sales 
professionals, supervise the appointment of and monitor stockists / 
distributors to achieve targets. 


The candidates should be expert in field management of the FMCG 
segment with minimum 5 years of experience. 


INSTITUTIONAL SALES HEAD - MUMBAI 
(Code: ISHM) 


The candidate will be responsible for the sales of tea and tea bags to 
institutions like offices, airlines, hotels, etc. Should have clear 
understanding of customer analysis, business plans, marketing focus and 
identify growth areas. Will also lead sales thrust in modern trade, which 
includes co-ordinating sales efforts and anticipating demand and supply. 


Visit us at www.premi 


The candidate should be an MBA or equivalent with 5-7 years of 
experience in sales related activities, especially in the institutional 
segment. 


PUBLIC RELATIONS AND CORPORATE 
COMMUNICATIONS MANAGER - MUMBAI (Code: PRCCM) 


The candidate will be responsible for managing public relations and 
corporate communications. Should possess excellent communication 
skills and should be able to ensure timely PR and organise press 
conferences. Will be responsible for co-ordinating with advertising 
agencies and communicating with various T.V. channels, newspapers and 
publication houses. 


The candidate should hold a degree or diploma in mass communications 
with 5 - 7 years of experience in PR. 


Candidates who are computer savvy and fluent in English will be 
preferred. 


Interested candidates are requested to forward their application with 
photograph and current salary details, superscribing the envelope with 
position code mentioned above, within ten days to: 


Tea Group 
Gujarat Tea Processors & Packers Ltd., 
601 Centre Point, J. B. Nagar, Andheri - Kurla Road, 
Andheri (E), Mumbai - 400059. 
Submit your resume on www.waghbakritea.com/careers 
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bt reporter's diary 


All set for the small car 





PHOTOGRAPHS BY SHAMIK BANERTE? 


Work on Tata Motors’ Rs 1-lakh car plant is progressing fast at Singur. 
And contrary to popular perception, the agitation against it is slowly 
petering out. RITWIK MUKHERJEE reports from the spot. 


JUNE 20, 2007, 3.00 PM 
Singur, 60 km off Kolkata. 


UR PRIVATE TAXI SLOWS DOWN TO A 

crawl behind a convoy of trucks, trailers 

and dumpers loaded with construction 

materials. We are on the four-lane 

Durgapur Expressway, still a few kilo- 
metres away from Singur where Tata Motors has 
begun construction of a new Rs 1,500-crore plant in 
which it will assemble its much-talked-about Rs 1-lakh 
car. It takes us about 20 minutes to traverse the 5 km 
to the plant site. The area is humming with activ- 
ity—diesel fumes, the whirring of motors and the 
sounds of construction fill the air. As my photographer 
colleague begins clicking, two armed policemen come 
running and take him to a make-shift police outpost. 
“Who are you? Who has sent you? Why do you need 
these photos? Do you have a written permission?” they 
demand to know. “We have clear instructions to 
question strangers before allowing them inside,” an 
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officer tells us. He, however, avoids a direct question on 
who the instructions have come from—the government 
or Tata Motors. À company executive intervenes and 
bails us out of our predicament. 

There is frenetic activity all around. *Why isn't 
the road to the engine shop ready yet? I want this 
done as fast as possible and no excuses,” we hear a proj- 
ect manager shouting to a contractor. *We want to 
complete the piling and plinth work before the 
monsoon sets in," explains a Tata Motors spokesman 
at the site, as we step aside to let a small convoy of 
dumpers drive past. These vehicles, loaded with sand, 
cement, bricks and stone chips, raise a small cloud of 
dust in their wake. Work is on in full swing at the 
Engine Shop, the TcF Shop (assembly line), the Paint and 
Press Shop and the Belt Shop. About 65 per cent of the 
piling works is already done, adds the spokesman. It's 
difficult to believe that the ground we're standing on 
was a potato field barely three months ago. “If you 
come again three months later, ห อ น won't be able to 
recognise this place," says an engineer from Shapoorji 
Pallonji & Co, which is building the plant. He slinks 
away quietly on learning that we're journalists. 

Interestingly, the Krishi Jami Bachao Committee 
(KJBC), which is spearheading the agitation against the 
project, has not tried to disrupt the work during this 
time. "They come on pre-announced days and cause 
some damage to our boundary walls; that's all," adds 
the spokesman. It's also difficult to imagine that this 
place was a battleground only a few months ago. As we 
walk around the site, we are joined by some locals from 
the neighbouring Beraberi and Bajemelia villages. All of 
them have voluntarily given up their land for the proj- 
ect and are now employed in various capacities on 
the construction site. Says Joydeb Malik, the leader of 
the group: *We are looking forward to a bright future. 
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KJBC activists discussing their next move to stall the small car project and reclaim their land 


We're getting jobs. Our women are receiving training 
and financial help to start off on their own. They 
(Tata Motors) are taking our children to Jamshedpur 
and Pune for special training before they are absorbed." 
What about the agitation? Pat comes the reply: “Why 
should we side with people who're creating trouble and, 
at the same time, also minting money by supplying sand, 
bricks, stone-chips and cement for this project?" 

4,45 pm: The mood is dramatically different at the 
Trinamool Congress office, which also doubles up 
as the local camp office of the KJBC, in front of the 
Singur Police Station. Says a gloomy-looking Becharam 
Manna, leader of the local chapter of KBC: “We don't 





want any compensation package; we only want our 
land back." Mahadeb Das, a farmer from Khaserbheri 
village, who owns 3.5 acres of land within the 937 acre 
factory site, nods in agreement. “Our land is like our 
mother," he says. There are still 3,500 farmers, agri- 
cultural labourers and bargadars (share croppers), 
owning abut 350 acres of land, who're holding out. 
Rabindranath Bhattacharya, the Trinamool Congress 
MLA, walks in at this time. “People who have volun- 
tarily sold their land were either absentee landlords or 
share croppers with alternative sources of income," he 
says, explaining why so many farmers are still holding 
out. "We are fighting this case socially, politically 
and legally. And we will fight till the end, come what 
may," he adds. 

Brave words, but the look of resignation on his face 
and those of his followers explains the waning tempo 
of the agitation. And therein lies a tale. Despite the 
bloodletting at Nandigram, a few hundred kilometres 
from Singur, and the consequent bad press, the Tata 
Motors project at Singur may yet enable West Bengal 
Chief Minister Buddhadeb Bhattacharjee to win his 
battle to re-industrialise his state. ไพ 


















THE BEST COMPANIES 
Best TO WORK FOR IN INDIA: 2007 


FOR IN WORK Inviting entries for our seventh annual survey of best employers. 


ESS THAN A MONTH REMAINS UNTIL REGISTRATIONS CLOSE FOR 
Business Today’s seventh annual best companies to work for 
survey, perhaps the most respected employment study in 
the country. This assessment, one of the most anticipated of 
its kind for India Inc, is conducted in association with Mercer 
Human Resource Consulting, which provides subject expertise, while TNS 
India manages the logistics of this exercise. TNs may collect, tabulate and 
collate data for this survey, but Mercer doesn’t get any specific details on 
participating companies (instead, it gets data for companies 1, 2, 3 
and so on), until the entire process is completed. To participate in this sur- 
vey, log onto http://survey.tns-global.co.in/BestCompanies2007/Home:htm 
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and complete the process before July 15. 


HOW TO PARTICIPATE 


m Participation in this survey is open to any 
company that operates in India, irrespective 
of its ownership. 


m Participating companies must have been in 
existence in India for a minimum of four years, 
and must employ at least 200 management/ 
executive-level personnel in India. 


m To participate, companies should log on to 
http://survey.tns-global.co.in/BestCompanies2007/Home.htm 
and register online. Additionally, as part of the 
registration process, participating companies 
should download the registration form (available 
on the website), print it on the company 
letterhead and fax or courier the completed form 
to the following address: 

Ms Shivangi Singhal/Neha Ahluwalia 
Best Companies Research Team 

TNS India; CICD Tower 

Institutional Area, Hauz Khas 

New Delhi 110 016 

E-mail: shivangi.singhal@tns-global.com 
Fax: 011-4256 6677 


m Participating companies will be required to 
nominate a point person for the study who 


will be the study coordinator on behalf of 
the company. 


m Participating companies will have to share 
information regarding their people practices, 
provide employee details from which a sample will 
be administered a questionnaire, and should be 
willing to throw themselves open to a physical 
audit by the survey partners. 


m The last date for companies to register is July 
15, 2007. 


By participating in the survey, companies are 
signalling their willingness to be part of the special 
issue Business Today plans to bring out on the 
Best Companies To Work For In India. 


The Business Today, Mercer Human Resource 
Consulting and TNS teams are committed to 
maintaining the absolute confidentiality of the 
study participants. 


m At no stage will the names of the participating 
companies be released to any third party. And 
only the names of those companies that are 
recognised as The Best Companies To Work 
For In India will be publicly released. 
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An Ode to Consensus 


Can democracy really reduce discord? Arun Maira's new book 


suggests a roadmap for reducing conflict. ARNAB MITRA 


DISCORDANT OHN KENNETH GALBRAITH, CELEBRATED ECONOMIST, 
DEMOCRATS Joni and former US Ambassador to India, 
By Arun Maira had once described this country as a “functioning 
Penguin/Viking anarchy”. Arun Maira’s engaging book Discordant 
Pp: 209 Democrats, Five Steps to Consensus takes a long, 
Price: Rs 395 hard look at democratic institutions in India and 


how they simultaneously take India forward on some 
counts and back in others. 

Maira, who is Chairman of the Boston Consulting 
Group India, delves into his own bag of experi- 
ences—both personal as well as professional—and 
questions “the belief that democracy automatically re- 
duces discord”. With examples drawn from the 
housing society of Heritage City, the complex in 
which he lives in Gurgaon, to the debate over how to 
improve the living conditions and infrastructure in 
Mumbai and also the bloody wars in West Asia 
(where countries like Israel, Lebanon, Iraq, Iran 
and Afghanistan are functioning or nominal democ- 
racies), he makes out the case that democracy, by 
itself, cannot eliminate discord. “In fact,” he writes, 
“democracy brings to the surface latent differences 
and makes discord more visible.” 

What, then, can be the remedy? Maira warns against the one-size-fits- 
all approach and takes a mild dig at corporate managers and consultants who 
thrust the “best practices” of one company or institution down the throats 
of everyone who’s willing to listen, without considering whether the “cur- 
rent reality” of the recipient of such advice is conducive to such a solution. 

In the context of India, the author points out that this country is more 
complex than any other nation—it has 22 official languages, several races 
and almost all the world’s major religions. The obvious implication is 
that the country cannot survive without democracy and consensus. That is 
where the “idea of India”—an idea that diverse people can live together, dem- 
ocratically and peacefully, as a nation—comes in. Its problems must be solved 
by involving every stream of thought in the public discourse on the nation’s 
future—this will ensure that not just politicans, but people from all walks 
of life take responsibility for shaping the world. “Weapons of mass des- 
truction must be replaced with ways for mass dialogue,” he says in a 
catchy one-liner. 

But India, as Nobel laureate Amartya Sen wrote, “is a country where, for 
everything that is true, the opposite is also true”. Building a consensus on 
any issue is difficult. Maira, who spent most of his professional life advising 
people and companies on how to overcome obstacles, has a panacea for 
this—he suggests five graded steps which he feels can help evolve consen- 
sus On contentious issues. The argument has merit, but can it be translated 
into practice? In a country where lawmakers frequently break into fist fights 
on the floors of various legislative assemblies, it looks difficult. India’s chal- 
lenge, after all, is its passionate but discordant democrats. 
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HIDDEN IN PLAIN SIGHT 
By Erich Joachimsthaler 


Harvard Business School Press 
Pp: 253 
Price: $29.95 (Rs 1,228) 


OR LONG, MARKETERS HAVE 
depended on consumer 
'voice' to launch new products 
and services. But there's a sim- 
ple problem with such a strat- 
egy: Consumers don't always 
know best. As the legendary 
car maker, Henry Ford, once 
said, "If | had asked my cus- 
tomers what they wanted, they 
would have said a faster horse." 
That, in other words, is the point 
Joachimsthaler makes in Hidden 
in Plain Sight. If companies 
want to launch game-changing 
products in the market, then 
they must start looking as much 
at what consumers don't say 
as what they say. Citing exam- 
ples from a wide variety of com- 
panies ranging from Pepsi's 
Frito-Lay to GE to BMW, 
Joachimsthaler, a former aca- 
demic and now founder and 
CEO of Vivaldi Partners, urges 
companies to "look from the 
outside in" and pursue "cus- 
tomer advantage", which he de- 
fines as something that "occurs 
at the intersection of opportuni- 
ties for innovation, major trends 
and market discontinuities, peo- 
ple's changing behaviours. . .and 
competitive success". Actually, 
there have always been some 
marketers who have done that; 
otherwise, you wouldn't have 
got the automobile, the PC or 
the iPod. The question, there- 
fore, is whether you can become 
such a marketer, too. 
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It's economics for most. For others, the future of 
commodities is written in the stars. AMIT MUKHERJEE 






























HEN MANOJ JAIN, A 
Hyderabad-based bulk bul- 
lion dealer, frantically called 
up Anurag Tripathi, a 
Mumbai-based commodity analyst on a 
hot June morning, the question was the 
usual "Should I buy silver?", as the prices 
seemed to be showing an upward turn af- 
ter a flat run. Tripathi warned him not to 
touch the white metal. *It's likely to 
show a dip in the next two days. I think 
you should wait for some more time," 
he advised. Nothing unusual in that apart 
from the fact that Tripathi's reasoning was 
based not on the usual parameters of technical 
price analysis, global demand and supply, 
and fluctuations; but on planetary calcu- 
lations. His advice to Jain: “Venus is 
sitting in Cancer at the moment. As 
a result, prices will continue to 
slip or remain flat. It's worth- 
while to wait for a more 
opportune moment." 
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No bulls and bears: It's stars 
that matter for Tripathi 








Yes, believe it or not, investors and traders 
actually sometimes suspend their faith in fun- 
damental and technical analysis and put their 
money where the stars dictate. Sceptics and ra- 
tionalists will frown at this logic, but Jain 
followed the advice and did not buy the 
white metal. Tripathi's is the last word for 
Jain, whose family has been tracking stars 
for trade-related advice for more than four 
generations. Explains Tripathi: "Silver is usu- 
ally under the influence of Venus and has a 
moon sign of Cancer. Since Venus is a soft and 
kind planet, when it passes through Cancer, 


Anurag Tripathi has made the following three 
predictions for B7. Will the market oblige him? 
GOLD AND SILVER: Prices are likely to fall between 


July 3 and July 6, 2007, because Venus and Ketu come 
together in Leo. However, the influence of the Revathi 
Nakshatra on July 8 will nudge prices up for 2-3 days from July 
9, but they will fall again from July 12-17. 


CRUDE OIL: Prices are 
expected to fall from July 4-14 because 
Venus and Ketu come together in Leo. 


COTTON: Prices will show a weak 


trend from July 4-6, but will reverse 
this trend and rise again from 

July 9-13 because of the same 
planetary combination as above. 


Editor: In our next issue, we will let 
you know the fate of Tripathi's 
predictions. 


which is the zodiac of silver, it has a soothing effect on 
the metal. The impact of a tender planet on a metal usu- 
ally translates into a fall in its price." 

Tripathi and others of his ilk have a sizeable fol- 
lowing among commodity traders. “If Venus cruises 
through a harsh zodiac like Leo, there will be a bullish 
effect on the metal and prices will shoot up in the 
short term. Also, if Venus along with Sun passes 
through Cancer, it will have the same effect," says 
Tripathi, who predicts commodity fluctuations on an 
hourly basis on celestial combinations. 

Jain says that the planets have seldom let him 
down. "Predictions based on planetary movements 
have proved accurate about 80 per cent of the time," he 
says. And his is not a one-off phenomenon. Says 
Shyamal Gupta, Head (Institutional Business), Kotak 
Commodities: “Though most people will not admit it, 
a large number of market players do refer to astrological 
calculations and quietly rely on them.” Gupta, who was 
earlier with the Multi Commodity Exchange (MCX) 
as Senior vP (Product Knowledge Mangement and 
[nstitutional Business), asserts his faith in planets saying: 
*Often, such reports are contrary to mainstream mar- 
ket trends based on technical projections. There have 
been instances when planetary calculations have helped 
investors make a fortune when the markets appeared to 
be in a bear grip." 

Some institutions also seem to have jumped onto this 


HEAVENLY CONNECT 


A look at how planets affect commodities. 


COMMODITY SIGN RULING TITHI* & DAYS AFFECTING IT 
PLANET 

Gold Leo Sun Rikta 4/9/14 | 
Monday, Tuesday | 
Silver Cancer Moon | Puma5/10/15 | 
Monday | 
Oilseeds, Scorpio Mars, Puma 5/10/15 | 
Refined Oil Satun — Tuesday, Saturday | 
Cotton Libra Venus  Rikta 4/9/14 | 
. Friday, Saturday | 
Mustard Seeds, Capricom Satun — Nanda 1/6/11 | 
Pepper Tuesday, Saturday | 
Guar,Peas, — Vigo — Mercury | Jaya 3/8/13 | 
Tur Wednesday, Thursday | 


* A tithi is a lunar day according to the Hindu calendar. A lunar day is abou 
Amavasya (new moon phase) and when they are 180 degrees apart. it's Poornima 
and Sun is divided by 15. When the Moon is moving towards the Sun. 


** Nakshatras: Each zodiac, according to Indian astrology, comprises 360 degrees. There are 27 Nakshatras or constellatio 


stellation is 13 degrees and 20 minutes when measured from the fixed initial point 
cast based on the transit/ correlation/inter-relation of planets in relation to the Nak 
say believers 
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Venus looks good: Jain, a bulk bullion trader, is strongly 
guided by the stars in his transactions 


\. PARBHAKAK RAO 


celestial bandwagon, though not overtly. Tripathi, 
who is an analyst with the National Spot Exchange, 
bagged the post primarily on the basis of his ability to 
gauge the effects of Saturn, Sun, Venus and other 
stars on commodities. 


Here's How it Works 

Tripathi calls his methodology “astrological projection 
theory", which, he claims, enables him to read the future 
direction of commodity prices. “The market trend in- 
dications under this method are based on a series of 





SUPPORTING NAKSHATRA** OTHER PLANETS THAT EXERT 
INFLUENCE 

Punarvasu, Pushya, Chitra, | Mars, Jupiter, Saturn 

Dhanistha, Kratika, Rohini | 

Punarvasu, Kratika, Mool, | Venus, Sun, Mars, Satum 

Porvabhadra, Pushya, Rohini | 

Aardra, Swati, Aswani, | Sun, Jupiter 

Mool, Satbhisha, Poorvafalguni 

Mragshira, Mool, Poorvashada, | Sun, Mars 

Poorvabhadra, Satbhisha 

Mool, Punarvasu | Rahu, Sun 

Swati 

Aslesha, Vishakha | Sun, Venus 

Aswani, Rohini | Saturn, Jupiter 


t 0.95 per cent of a normal day. When the Sun and the Moon are closer to each other, it ts 


(full moon phase). To calculate a fihi, the difference between the longitudes of Moon 


it is called Krishna Paksha; otherwise it's Shukla Paksha. Each phase last 15 days 


ns in each. Therefore, the value of each con- 
These 27 Nakshatras complete the entire circle of 360 degrees of the zodiac. A fore- 
shatras is more accurate than the results predicted on the basis of any other system, 
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mathematical calculations, which are integrated with 
other market principles of analysis in a structured for- 
mat," he explains. The planetary positions are calculated 
meticulously and are matched with historical trends. 

But sceptics also abound. Atul Shah, Head 
(Commodities), Emkay Commotrade, says most as- 
trological predictions are inaccurate. *It's pure chance 
when predictions work in someone's favour." Shah 
analyses commodities based on factors like demand and 
supply in the Us markets, us Federal rates, the manu- 
facturing index and unemployment data, among oth- 
ers, though sometimes, he does rely on nature for 
his predictions. *For commodities like petro-prod- 
ucts, predictions are made after taking into account oc- 
currence of calamities such as hurricanes, which affect 
production at refineries and transportation." 

Having said that, Shah, however, qualifies his ap- 
parent lack of faith, saying: ^Astrological predictions can 
be scientific in nature but I doubt if today's astrologers 
are good enough to decipher celestial messages." 

Ashok Goel, a stocks and commodities advisor 
and owner of Delhi-based Goel Capital, also hedges his 
bets. "The immediate movements projected by these as- 
trologers are good, but long positioning moves based on 
these predictions often fail. Sometimes when the two 
projections—astrological and technical—show some sort 
of congruence, I have relied on the astro-projections for 
a kill." But he is quick to add: *You cannot com- 
pletely rely on them." 

Semi-sceptics like Shah and Goel get a riposte from 
the serene ghats of the Ganga in Benaras. Chanrama 
Pandey, Head (Astrology Department), Benaras Hindu 
University, asserts: "Astrology is a vast science that 





It's a science: BHU's Pandey says astro-predictions 
involve physics, biochemistry and maths 


146 BUSINESS TODAY JULY I$ 2007 





3IHSIIYN HSILYS 





Among the believers: Gupta says a lot of market players 
may not admit it, but they do rely on the stars 


involves physics, mathematics and biochemistry. It’s true 
that very few people have in-depth knowledge of as- 
trology, but that does not make the subject a hoax.” 

Explaining the influence of planets with the theory 
of resonance, Pandey says: “There are certain basic el- 
ements which are present in all commodities, sub- 
stances, planets and life forms in the universe. All the ob- 
jects have particular frequencies that cause them to res- 
onate under the magnetic flux and radiation of various 
planets depending on the planets’ positions.” This has 
a beneficial or a malefic effect on all commodities and 
life forms on earth. “Astrology has always been a guid- 
ing force for the Rs 15,000-crore a day commodities 
market. The panchangs (almanacs) published by a host 
of small publishing houses have been guiding busi- 
nesses in India for years,” says Gupta. 

The annual turnover of the panchang market is 
about Rs 5 crore, according to market players. “Our cal- 
endars have been in demand since the 60s and today, 
across India, we sell almost 10 lakh copies of our cal- 
endar, which comes out twice a year,” says Anand 
Agarwal, owner of the Benaras-based publishing group 
Savitri Thakur, which comes out with the famous 
Thakur Prasad Panchang and Chinta Haran Jantri. 
“The calendars are not highly priced but the volumes are 
reasonably good,” says Agarwal. 

Rationalists, however, dismiss this phenomenon as 
so much more mumbo jumbo. Says Prabir Ghosh, 
General Secretary, Science and Rationalists’ Association 
of India: “Astrology and the astrologers are a complete 
hoax. How can stars alter anything? In the greater 
interest of society, this profession should be declared 
illegal.” But that is unlikely to shake the deep-rooted 
belief in the powers of the stars which has been 
ingrained in the psyche of many Indians over several 
millennia. By the looks of it, the Indian commodities 
market will continue to shimmer under the guidance 
of the heavens. 





Bolder looks up front!: Ford Endeavour (above) 
1. ENGINE: The new 2.5 litre TDCi engine is a lot more powerful 

2. FRONT FASCIA: The dramatically different front dashboard and centre console 
3. TYRES: Bigger cladding, but less rubber 


It's Erm... All New 


The new Ford Endeavour has both power and style. KUSHAN MITRA 


RAIKUMAR 


[ THE LAUNCH CONFERENCE, AFTER PLAYING CLIPS FROM BBC 'S PLANET 

Earth series, Ford claimed that the Endeavour you see on this page was 

*all-new" and that 70 per cent of the vehicle was different from the 
previous model. The problem is that from the outside, there isn't much to 
distinguish it from its predecessor. Okay, it has bigger plastic cladding, which 
makes (the smaller than before) tyres look rather puny; and the front end, too, 
has been given a facelift. 

Now, the earlier Endeavour was grossly underpowered, and not just in com- 
parison to the competition; that poor engine just couldn't lug around the 
weight. True, Ford sold close to 2,000 of these last year, but the old car had the 
performance of an old elephant and it felt like a container ship around corners. 
So, when you step into this car and press the accelerator, the *whoomph" 
from the surprisingly quiet engine is a revelation. The additional 27Ps from the 
new 2.5 litre common-rail diesel engine makes a world of difference, and 
more importantly, the additional torque on the newer engine not only comes 
on faster, it stays constant. The car is still softly sprung, but it does not feel like 
a large boat through turns. Inside, the entire front fascia has been updated with 
more modern styling cues and does look smarter, and the revamped car also of- 
fers new interior upholstery choices. 

Yet, what is puzzling is Ford's marketing strategy, “The Power of 4". Not too 
many people will buy the Rs 15.62 lakh four-wheel drive model which Ford al- 
lowed us to test. The cheaper Rs 14.72 lakh two-wheel drive model will be on 
more radars, since most of these cars will never undertake true off-roading. This 
is essentially a large joint-family size luxury car, which gives decent performance 
and really nice economy (of 13 km/l). 
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bt printed circuit 


Printing Memories 


HP's A516 is one of the better photo 
printers in the market. 


EWLETT-PACKARD (HP) MAKES A LOT OF PRINTERS, 

but recently sent over a small box to Printed 

Circuit carrying one of its smallest machines. 
The A516 photo printer from HP is a dedicated machine 
for printing 4 inch by 6 inch photographs. And after a 
long time, this column actually found something to 
crow about a little printer. 

First, it is very easy to set up, and you don't even 
need a computer; you can print directly from a variety 
of memory cards through its media slots such as Secure 
Digital (sb), Compact Flash (CF), Memory Sticks and 
MultiMedia cards (MMC). Even setting up this ma- 
chine on the computer is a breeze. 

This machine prints nearly waterproof images (on 
the paper HP sells), a fact that was an issue with earlier 
photo printers. Print quality is excellent—highlighting 
how different images often look on the computer and 
on paper. The A516 costs around Rs 5,000 on the 
street right now, and once you factor in the cost of 
paper and ink, each individual photograph will cost you 
around Rs 10. Though that might seem expensive if vou 








want to print every one of the thousands of digital 
images on your hard drive, it does make sense if you 
want the occasional hard copy. And this is particularly 
useful for passport-size photographs that people 
regularly need. In sum, it's a perfect companion to a 
nice digital camera. 

A caveat will be in order here. Canon, too, has a 
range of such devices, which work rather well. Given 
that Canon is the world's largest maker of standalone 
digital cameras, you could pick up a printer the next 
time you decide to buy a camera from its collection. 

KUSHAN MITRA 


Been There, Done That 


Apple's new Safari browser is a nice toy, but it's not quite IE7 or Firefox. 


ALTER MOSSBERG 
of Wall Street 
Joumal gets the 
iPhone; other lowly 
journalists, like this 
columnist, have to make 
do trying the Windows 
version of Safari. And very 
honestly, while Safari isa — | m=% 
decent browser, it will en- | 555% 
tice very few people to | 
ditch Firefox. IÍ = 
The browser wars | - 
ended long ago, and most | 
people have at least two 
browsers on their 
machine. The Internet Explorer 7 is quite capable by 
itself, and Firefox is also a very good, and very light, 
browser. Yes, the release of Safari on Apple's website 
(www.apple.com) is still a Beta release, but honestly, 
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Safari does nothing 
spectacular—it does 
everything other 
browsers do, but it 
does not have Firefox’s 
biggest advantage—Open 
Source. Firefox’s heritage 
has meant that there are 
thousands of plug-ins 
available, which are de- 
veloped by coders across 
the planet, and some of 
them are quite useful. 

If you still use Internet 
Explorer and need 
something new, try 
Firefox. Safari is nice, and hopefully will improve, so 
wait till it does. Until then, if you want an Apple prod- 
uct, get yourself a nice Nano. 
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bt treadmill 


The Get-Back Strategy 


OU'RE BACK FROM A BRIEF (OR, IF YOU'RE LUCKY, LONG) VACATION. 
The trainers and the gym shorts that you'd packed have 
remained that way. You never took them out for that beach 
jog you'd planned or for the hotel gym that you'd sworn you'd hit. 
What you did hit pretty regularly was the bar and the buffet. And 
now, you're making sure you don't step up on the weighing scale. 
And holding your breath that tiny bit when you slip your jeans on. 

As we all know, denial doesn't get us anywhere. So the best 
thing to do after a vacation is to plot your strategy to get back on 
your workout regimen. How do you do that after a lazy 10 days 
on the beach? Slowly, don't rush things. First, give yourself a day 
or two to recover from the holiday. Don't plan to get back with a 
bang. Then, on the second or third day after the break, schedule 
a healthy cardio session. If you run, do so but at, say, 70 per cent 
of your normal intensity. Once that's out of the way, don't head 
straight for the iron. Do freehand basic exercises, instead. Like 
push-ups, chin-ups and freehand squats. Do them in sets, one af- 
ter the other and then rest for a while and repeat the sequence 
twice or three times. If you like, add a bit more cardio training— 
perhaps a session on a stationary bike. That's all you need to do for 
the first day's workout. 

On the second day, do your full cardio schedule. Add a bit of 
weights. Try doing a circuit (a series of different exercises done in 
sequence) for the upper or lower body. Mix in another dose of cardio 
and you're set. On the third day, you'll be raring to get back to vour 
normal and, I certainly hope, gruelling workout session. 

Exercise of the fort- 
night: It's called the 
2 TH) Cuban Roll but has 
nothing to do with 
Coronas or Churchills 
(those ห อ น did on vour 
break, remember?). This 
is a shoulder workout 
that strengthens vour 
rotator cuff muscles that 
are worked when you 
laterally or externally 
rotate your upper arm. 
In a standing position, 
hold dumb-bells in each hand with shoulders rotated forward 
(see pic 1). Now, lift the dumb-bells by rotating your shoulders back 
while you squeeze your rear deltoid muscles. Lift the weights up so 
that the upper arm (shoulder to elbow joint) is parallel to the 
floor, while the lower arm (elbow to wrist) is perpendicular to the 
floor (see pic 2). That's one repetition. Do three sets of 10 reps each. 
Caution: it may seem easy but it isn't, so go for lightweights before 
you master the movement. 
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MUSCLES MANI 


write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 


TIPS FOR AN 


ENERGETIC YOU 





S RUSH HOURS INCREASE, MANY OF US 

Missi issues relating to our health, 
leaving our bodies to manage on their 
own. The following tips will keep you 
energetic throughout the day. 
Eat Intelligent Breakfast. If you have no 
appetite in the morning, whip up a protein 
shake in one minute or a wholewheat 
cereal with milk in only five. For quick 
starts, combine protein and carbohy- 
drates. Says Dr S.P. Byotra, Senior 
Consultant, Sir Ganga Ram Hospital, 
Delhi: “A glass of freshly squeezed fruit or 
vegetable juice contains concentrated 
nutrients and enzymes that rush through 
your system and restore stamina." 


Cap the Coffee. Says Dr Byotra: "Caffeine 
releases body fats into the bloodstream 
during activity; these get used up before 
the carbs. As the latter are reserved for 
later use, you have more energy Over ส 
longer time." But excess caffeine can 
cause dehydration. Limit your caffeine 
intake to two-to-three cups a day. 


Pack Iron. Says Dr Vikas Ahluwalia, 
Senior Consultant, Max Hospital, Delhi: 
“Carry a small box of raisins or a snack bag 
with your choice of dried fruits such as 
apricots, almonds and figs. These are 
especially rich in iron and help offset its 
loss during menstrual years and help you 
avoid the risk of iron-deficiency anemia." 
Other iron-rich foods are dark, leafy 
vegetables, fish, red meat, liver and 
enriched cereals. 


Deskercise. Says Dr Ahluwalia: "It's ล 
good idea to stretch every couple of hours 
to ease tension, increase flexibility and get 
your circulation going. The next time your 
energy flags at work, take a five-minute 
break to walk around the office, stretch or 
just shake your arms and legs." Adds Dr 
Byotra: "Doing an aerobic workout for at 
least 30 minutes each day can rev up your 
engine." The bonus: sound sleep. 
Take Power Naps. Keep it brief: a 15-20 
minute nap in the afternoon. Avoid longer 
naps. Also, follow the age-old advice: 
“early to bed early to rise..." to stay 
energetic through the day. 
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Tasting the Spirit 


THE MASTER DISTILLER FROM SCOTLAND, PETER J. 
WARREN, 59, came calling recently to launch 
‘Masterstroke Deluxe whisky’ targeted at, what he 
calls “the new generation of Indian drinkers”. 
Warren has had a taste of India way back in late 
1960s and early 70s when he along with his Scottish 
wife Irene set up their home in Bangalore for close 
to seven years. Warren has been with Diageo for 
35 years and post retirement, is its whisky con- 
sultant. He finds the Indian palate for whisky a 
lot more mature now than what it was in 1965. 
"The Indian drinker is much more aware and 
clearer in his choice than earlier." And the master 
distiller raises a toast to that. 
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Destination China 


THE PROSPECT OF PARTING COMPANY WITH HIS PETS 
Bruno (the black Dachshund in the picture) and 
Sheru (the Dalmatian), is upsetting CHANDRAMANI 
SINGH, 39, who's headed for Shenzhen, China, to take 
charge as director of Asia Pacific region for Chinese 
consumer electronics major TCL. Till now the CEO of 
Indian operations, Singh will report to TCL’s global 
president. By all accounts, a significant move con- 
sidering that Asian companies are known to be 
conservative about allowing outsiders to head their 
operations. A thoroughbred consumer durable pro- 
fessional, Singh asserts that Chinese players will 
call the shots in the coming years. China surely has 
captivated Singh, who admits to have surrendered to 
its sumptuous cuisine—especially the awesome soups. 
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The Makeover Man 


THE KOLKATA-BASED RS 1500-CRORE EMAMI GROUP NOW HAS A NEW FACE. NO, IT'S NOT SHAH RUKH KHAN, BUT 
N. VENKAT, Emami's new CEO. While SRK, who has just been roped in as the brand ambassador 
for Emami Fair & Handsome, has endorsed other brands for the group and is certainly not new 


to Emami; Venkat is. An alumnus of IIM-Ahmedabad and former President of CavinKare, 
Venkat, 45, has his task cut out at Emami. While he believes that celebrity endorsements work 
wonders as far as product connect with middle class, rural and suburban consumers is concerned, 
the greater challenge before him is to turn Emami brands truly global. As the helmsman, his other 
priorities would be to build a team of professionals, create new product categories as well as 
brands. It's clearly time for a face-lift at Emami. 
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Sound Manoeuvre 


AS CAREER CHANGES GO, THIS ONE'S GOT TO BE RATHER 
unusual. DINESH PALIWAL, 49, surprised many when 
he resigned as ABB’s President, Global Markets and 
Technology, and member of the company's Group 
Executive Committee, to become the CEO of Harman 
International Industries. Harman, best known for its 
Harman Kardon, JBL and Infinity range of audio 
products, was recently acquired for $8 billion 
(Rs 32,800 crore) by private equity giants Kohlberg 
Kravis Roberts & Co and Gs Capital Partners. An 
alumnus of Roorkee University (now an irr), Paliwal 
says, "The opportunity to lead a company with 
such high standards, worldwide reputation and 
growth potential is appealing." As Paliwal braces for 
the new assignment, he hopes to hit the right notes 
at Harman. 
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Power-packed Performer 


WHILE DINESH PALIWAL BEGINS HIS STINT AT HARMAN 
(see left piece), stepping into his shoes at ABB is 
RAVI UPPAL, who is Head of the company’s India busi- 
ness and South Asia region. Firmly ensconced in ABB 
with two stints spanning 20 years, Uppal, 54, now 
joins the executive committee of 
the group. A globe-trotter, Uppal 
has worked in diverse geogra- z 
phies, including West Asia and 
Sweden. To take on his new 
role, he is headed for Zurich, 
Switzerland, and will simultane- 
ously continue to manage 10 coun- 
tries in the South Asia region 
until the successors are 
chosen. Accustomed to 
challenges, Uppal had 
helped the auto giant 
Volvo to set the pace 
for its India opera- 
tions before return- 
ing to ABB India. An 
uT-Delhi and IM- 
Ahmedabad alum- 
nus, Uppal couldn’t 
be reached for com- 
ment. However, 
Fred Kindle, Chief 
Executive, ABB, is all 
praise for Uppal, 
describing him as 
“being instrumental 
in ABB's successful 
performance in 
India". Uppal, it 
seems, already has 
a headstart. 





















Staying Put, Finally 


FIFTY NINE-YEAR-OLD CAMBRIDGE UNIVERSITY GRADUATE PANGAL JAYENDRA NAYAK, THE MAN AT THE HELM OF 
third-largest private sector UTI Bank (now rechristened Axis Bank), has finally got a reprieve from 
the Mint Street. The bureaucrat-turned-banker wil! now hang on to his corner office for another 


two years as CMD. A media-shy Nayak, who joined the bank in January 2000, got embroiled in 
a controversy when RBI directed the bank to split the post of CMD (Chairman and Managing 
Director) as part of good corporate governance. Nayak then decided to leave the bank. After 
months of controversy, the RBI did a volte-face and appointed Nayak as the CMD. While 
his comeback is a big win for Nayak, he now has to groom a Managing Director be- 

fore he hangs his boots in July 2009. It's time to play mentor. 





CONTRIBUTED BY ANAND ADHIKARI, RITWIK MUKHERJEE, SHAMNI PANDE, 


RAHUL SACHITANAND, AND E. KUMAR SHARMA 


bt = | )otiight Vol. 16, No. 14, for the fortnight July 2-15, 2007. Re 
Va on July 2, 2007. 





NAME: 
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DESIGNATION: Chairman 
COMPANY: UB Group 





SHERHAR GHOSH 


King of Acquisitions 


HE FRENCH RIVIERA IS A FAVOURITE HOLIDAY DESTINATION FOR VIJAY MALLY A, WHO 
anchors his yacht, Indian Empress, and throws extravagant parties which inevitably 
become the talk of the town; his guest lists include the likes of steel tycoon 
Lakshmi Mittal. So, from the Riviera, it was just a hop, skip and jump for Mallya to the 
Paris Air Show where he landed this year to ink an MoU with EADS to buy 50 Airbus air- 
craft for $7.3 billion (Rs 29,930 crore) over the next seven years. 

Over the last 12 months, he has remained in the news with a string of aggressive ac- 
quisitions in the liquor and aviation sectors. The biggest and most high profile of them all, 
of course, was his $1.17-billion (Rs 4,797-crore) takeover of - whisky maker 
Whyte & Mackay in May this year, This acquisition, at one go, gave him a 10 per cent 
share of the global Scotch market and also filled in a critical gap in n the UB Group’s prod- 
uct portfolio. It’s also ironic because Mallya has fought a running battle with the Scotch 
Whisky Association for years over its demand for lower import duties on imported liquor 
in India. Now that he’s an insider in the Scotch market, it will be interesting to watch 
Mallya’s stand on the issue. Then, in July last year, he picked up the wine unit of 
French ch: impagne maker Taittinger for €15 million (Rs 88.5 crore), even as his overtures 
towards the parent company itself were rebuffed. And, last month, he picked up a 26 per 
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USA, Canada, Europe 


(Fixed line), Singapore, cent stake in low-cost airline Air Deccan for Rs 550 crore, making him, at one go, the #1 
7.20 6.40 
ก ล ล plaver in the Indian aviation sector. 
& Malaysia 
Known to be a big picture man, Mallya leaves the minutiae to be worked out by key 
SAARC countries, Africa 


Europe (Mobile) oi! ae lieutanants. When he took up the reins of the UB Group 25 years ago following the sudden 
E fest of the wos death of his father Vittal Mallya, there were many who doubted his ability to run a large 
and diverse group. His flamboyant lifestyle—epitomised by his collection of racing 
horses, luxury, sports and vintage cars and his penchant for throwing lavish parties 
around the globe—were what seeded these doubts. But he has proved all of them 
wrong as he steadily took his group from strength to strength. His challenge now will be 
to integrate all his recent acquisitions into one cohesive conglomerate. But only a fool will 
bet against him succeeding. B 
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A host of revolutionary features in Online Investments qt www.religareonline.com 
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SK this CFO left the office before midnight. 


But not before increasing revenue and market share. IBM consultants offer CFOs a deep knowledge 
of finance, which coupled with our process expertise, helps you deal with complexity, reducing 
day-to-day process minutiae so you can focus on managing risk and delivering performance. We've helped 
one CFO cut financial reports by 70%. Want innovation for performance? Talk to the innovator's innovator. 


For a copy of our study that examines how a diverse group of CFOs are approaching non-financial 
risks, or to learn more about what an IBM team can do for you, visit ibm.com/innovation/in/finance 
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Hemendra Kothari 
Chairman, DSP Merrill Lynch 
Fees corecied i in $46.4 million. 
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In the first half of 2007 
India’s investment 
banks raked in close to 
a billion dollars in fees. 
ซน M&As and capital 
๕ ท า ล 16 ไ 5 booming, 
the going can 

‘only get better. 
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The new BMW 5*Series. 
EN The power of elegance. 


— 


Authorized BMW Dealers in India: ELE 

Bangalore: Navnit Motors +91 80 2852 0060 Chandigarh: Krishna Automobiles +91 172.5041 000 

Chennai: KUN Exclusive +91 44 4207 9642 Delhi and NCR: Bird Automotive +91 11 3988 5577, Deutsche Motoren +91 11 4167 9900 x 
Hyderabad: Delta Motors +91 40 3241 3538 Mumbai: Navnit Motors +91 22 3240 6979, Infinity Cars +91 226714-5100 


nfiqurations illustrated in the advertisement may differ from the vehicle supplied in the Indian market. 
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Sheer 
Driving Pleasure 


BMW 5Series | j 
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The new BMW 5 Series is the perfect synthesis of luxurious style; refined functionality and efficient dyn: 
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automatic transmission with Steptronic and electronically-controlled gearshift ensure excellent Tuer efficiency and responsivene 
Greater safety with eight airbags provides increased security for the driver as well as passengers. Experience the exclusive luxury and 
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For more information visit www.bmw.in or contact your Authorized BMW Dealer. 


PRESENTING HP IPAQ 512 VOICE MESSENGER FOR CONVENIENT E-MAILS. 


@ 


For more information, 

SMS IPAQO4 to 4646 

and we'll contact you in next 24 hours 
Call 1800 11 2299 

Click hp.com/in/personal 


The new HP iPAQ 512 Voice Messenger can read out e-mails you receive, 

and send a quick reply using HP VoiceReply. It has the brains to match your talent, 
with ingenious smart phone features perfect for the office or the road. So take 
business where it really matters with the HP iPAQ 512 Voice Messenger. 


* 6.5 hrs talk time! 

° Edge 

* Mobile IP Telephone 
* HP VoiceReply? 


* Integrated Bluetooth" 


& Wi-Fi 
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Email 

* Exchange Push 
Mail 

* Mobile PIM 

* Attachments 
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Compute Entertainment 
* Mobile Browsing * 1.3 MP Camera 
* Mobile Office * MP3 Video Player 
* Device Management * Music 

& Security * Games 
๑ Windows Mobile™ 6.0 













ten choosing a notebook 

at best suits your business 

seds can be a daunting task. Does 
porticular notebook have the much 

*eded balance of mobility and security 
atures thot | need? With the evergrowing 
»mands of business is my critical dato safe 
ym physical damage, theft or loss? Have | chosen the 
jht notebook for my business? These are some questions 
3! a professional comes across while purchasing a 
itebook. HP takes the initiotive towards making these 
isiness decisions o little easier for you 


> is introducing four feature pockages in its business 


ebooks - standard (s), business (b), professional (p) 

id workstation (w) - so customers can easily identify the 
ature set that bes! aligns with their particular needs. This 
w nomenclature for notebooks from HP is just another 
1p in our ongoing endeavour to simplify technology for 
ir customers. HP brings volue, uncompromised quality 
id features even in its entry level notebooks. Going 
yond the model numbers these simple alphabets will 
lp customers to choose the right notebook for their 
siness needs. The s, b, p and w are a part of the new 
xdel numbers of each notebook 


! HP, we believe in understanding deeply the needs of 
customer and thus launching products and solutions to 
it their requirements. Hence, backed with a strong 
earch and development team, HP is able to deliver the 
ht mix of mobility and productivity to a wide range of 
siness users" says P. Raghuraman, Country Manager, 
siness Notebooks, Personal Systems Group, HP India 

t further added, "Three basic principles - ease of use, 
curity and reliability are at the heart of every HP 

siness Notebook PC" 


's business notebook lineup is one ol the first to offer 
el® Centrino® Duo Processor Technology, which boasts 
built-in remote manageability and proactive security. 

e notebooks include HP ProtectTools security solution, a 
nily of business PC security features such as Embedded 
curity, Smart Card Security, Credential Manager, 
curity Manager, and BIOS Configuration security 
hance-ents. These solutions allow users to experience 
rformance ond mobility while protecting their 

tebook, safeguarding both dota and network 
^nections from unauthorised access. HP integrates 


พ ร ะ ก Windows Visto p Juct leatiees require ง ว ta ed or odditiona! ^o tn See htt www microsoft com/ จ เท ชง ร ๓ แว / gatready hordworeregs mapa and hitg 

rode Advisor con help you determine whch leatures of Windows Vista will run on your computer. To download the tool, wst www wndowsesla com/upgradeodnsor Centrino 
are trademarks of Intel Corporation m the US. and other countries: Macrosoh and Windows are 1 reg tered trodemorks of Microsoh Lorporohon. Windows 

f countries For taxes/levies in your crea, please contact the numbers listed above or an HP Business Partner, Monulacturer s warranties ond delivery conditions apply 

pany. L F The internation contoined heren n subyect to chonge without nokce All ofher trademarks are used for deritdhootion purposes only and belong to ther respective owner 
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features such os HP 
DuraKeys, which are up to 50 
times more resistant to visible wear 
than competitor keyboards without it. The 
notebooks sport ease-of-use features such as HP 
QuickLook, that with a touch of a button, allow users 
lo browse e-mail, calendars and contact information in as 
little as ten seconds 


Today, HP offers a wide range ol notebooks with solutions 
that suit your business needs, on the move ond without 
any compromises on security and performance. To 
simplify product selection for business customers, HP 
business notebook model numbers are now based around 
Ihree product groupings - Ultra-Light (2000), Balanced 
Mobility (6000) and High Performance (8000) 


HP's Professional (p) range of notebooks: 


HP Compoq 2710p Notebook PC - Starting at only 
1.65 kg, this sleek, ultra-thin convertible tablet sports 
on innovative design. With a twist of the screen, it 
transforms from an ultra-light notebook PC into a pen: 
based tablet. HP Night Light on the keyboard improves 
visibility in low light and integrotes business card 
reader software 


HP Compaq 2510p Notebook PC - HP's smallest and 
lightest business notebook starts at only 1.3 kg with an 
integrated optical drive. Dual-pointing devices, both a 
touchpad with scroll zone and point stick, offer users 
greater flexibility. As with the tablet, the Illumi-tite 
display improves battery lite by up to 90 minutes over 
a notebook with traditional backlighting. 


HP Compoq 6910p Notebook PC - With industry- 
leading battery lite of up to five hours and 45 minutes 
and a starting weight of only 2.0 kg, this notebook is 
designed for on-the-move productivity. 


HP's Business (b) range of notebooks: 


* HP Compaq 6510b Notebook PC - Delivering greater 
mobility, this notebook boasts of a low profile 35.8cm 
(14.1 inch) diagonal widescreen display that offers 30 
percent more viewing content than the standard 
38.1cm (15 inch) diagonal XGA display. 


HP Compaq 6710b Notebook PC - An affordable 
business computing solution that offers cutting-edge 
technology, connectivity and productivity in one 
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Presenting the widest range 
of Business Notebooks. 


15.4 inct 


bundle. This thin and light-weight 39. lem 
widescreen notebook works jus! as hord as you d 


HP's Professional (p) and Workstation (w) 
range of notebooks: 


HP Compaq 8710p Notebook PC 
powerful business notebook PC ond mobile 
workstation offers the highestend, independent 
software vendor certified NVIDIA 3D graphics 
a high-resolution 43, 18cm (17 

widescreen disploy and a full-size keyboord with 
numeric pod. This mobile workstation offers HP 


° HP's most 


7 inch) diagonal! 


Perlormance Tuning Framework, a free, easy-to-use 
too! that guides the workstotion setup and custom 
contiqures workstations to match users 
requirements better 


HP Compaq 8510p Notebook PC . This notebook PC 
and mobile workstation olters a choice ol intense 
ina 2.77 kg highly 
mobile design. Users con also develop, record 
re-write and playback high-definition video, 

as well as store up to 50 GB of dato, with optional 
Blu-ray DVD+/-RW SuperMulti DL Drive with any 

of the new high-performance notebook PCs 
mobile workstations 


HP's Standard (s) range of notebook series: 


* HP Compoq 6710s Notebook PC 
offer large displays, value and extensive connectivity 
They feature a widescreen 39. 1 cm (15.4 inch) 
diagonal widescreen display with a choice of anti 
glare or HP BrightView display options 
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For more information, SMS BNB26 to 4646 

and we'll contact you in next 24 hours 

Coll 1800 11 2299 Dici-n-occessory 1800 11 0555 
Click hp.com/in/personal 
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These notebooks 
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From The Editor 


ITH MORE INDIAN COMPANIES MAKING GLOBAL 
sized acquisitions and a spate of billion-dollar 
public issues hitting the market, it isn't sur- 
prising that India's investment bankers are a happy lot. 
Investment banks, which typically earn fees and com- 
missions that are in proportion to the size of deals they 
broker or issues they manage, have seen a big boost to 
their earnings in recent months. In the first six months of 
2007, as our cover story (India's Richest Investment 
Banks, page 76) shows, India's investment banks earned 
$929 million, which is already more than 75 per cent of 
what they earned in the whole of 2006. Big M&A deals— 
domestic as well as cross-border—are one reason for 
the boost in their earnings but large-sized POs and follow- 
on issues have also boosted the fees they collected. While 
many believe this is just the beginning and we may see 
even bigger deals and, as a result, bigger fees being paid 
out to I-bankers, our story by Assistant Editor Mahesh 
Nayak also explores the increased competition in the in- 
vestment banking business—among global investment 
banks, global commercial banks, 
Indian I-banks and boutique firms— 
and explores whether there is room 
for so many players of varied stripes. 
This issue has a special report 
on India's information technology 
business. True, Indian 11 has been on 
a roll over the past decade—its mar- 
ket growing ten-fold from $4.8 bil- 
lion in 1997-98 to $47.8 billion in 
2006-07—but its top players are 
now coming to grips with the route that they will have to 
follow for the future. First off, these market leaders are dif- 
ferentiating amongst themselves rather than cloning each 
other's strategies; and, second, they are spreading their 
wings to make their operations more global. Our lead 
story in the package details how they are going about in- 
suring their future. Another story looks at whether 
[Indian rr vendors, who have so far been outward focussed 
(depending more on outsourcing deals overseas), can 
now take on foreign rr vendors, like IBM, who have 
stolen a march in the domestic market. A third story 
catches the early signs of what may become a full-blown 
trend of consolidation in the Business Process Outsourcing 
business and a fourth describes how Microsoft and a 
few others are targeting India's poor by making computing 
cheaper and relevant to the needs of the under-privileged. 
In the Tamil film industry, also known as Kollywood, 
there is a phenomenon called Rajinikanth. Or should 
we say that it is a synonym for Kollywood? As superstar 
Rajinikanth’s film, Sivaji: The Boss, becomes the biggest 
blockbuster ever, Associate Editor Krishna Gopalan explores 
this one-man industry (Tbe Boss, No Doubt, page 88). 
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Urbanisation: The Road Ahead 
URBANISATION IS TAKING PLACE IN 
India at a faster rate than in the 
rest of the world. By 2030, 40.76 
per cent of India’s population 
will be living in urban areas com- 

~~ pared to about 28.4 per cent 
now, says the United Naom State of the World Population 
2007 report. But there’s lack of political will and funds to cre- 
ate infrastructure. India needs about $90 billion (Rs 3,69,000 
crore) over the next 10 years for infrastructure, whereas only 
$10 billion (Rs 41,000 crore) is available. 
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(From L to R): UBS's Manisha Girotra, JM Financial's Nimesh 
Kampani and DSP Merrill Lynch's Hemendra Kothari 


COVER STORY 


76 India's Richest Investment Banks 





by helping some of India's mega-corporations 
make global-size acquisitions and raise billions 
through public issues, deal makers are making 
hay. In the first half of 2007, the top 10 inves- 
tment banks collected some $441 million 

in fees. The going can only get better. 
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Companies should provide Guida 

BPO'S YOUNG AND TROUBLED HAD TO 
happen some day. While the money 
might be good, long hours, night 
shifts and dull and tedious work 
can take their toll in the long run. 
This leads to too much partying, 
drinking and, in some cases, drug 
abuse. I feel, besides the parents, 
employers need to help these 
youngsters by providing counselling 
and career growth opportunities. 
There is huge potential in this sector 
but not at the cost of young lives go- 


— T. 3 











An Unfair Picture 
YOUR COVER STORY, “BPO’S YOUNG 
& Troubled" (July 15, 2007), claims 
that "an alarming number of young 
BPO workers are sinking into a world 
of crime, drugs, and promiscuity”, 
yet provides no statistical evidence to 
substantiate this allegation. On the 
other hand, the BT-Mercer-TNS ‘Best 
Companies To Work For In India’ 
survey has, for the past two years, 
five BPO and ITO companies featured 
in the Top 10. The article does not 
even mention this. Articulated pres- 
sure points such as performance tar- 
gets, dealing with irate customers 
are inevitable issues faced by many 
industries in an evolving and mod- 
ernising economy; it is unfair to 
indicate that this is valid only for the 
BPO industry. None of this is to say 
there aren’t isolated problems in 
the industry or challenges the 
industry is facing and trying to 
address. However, the broad-brush 
black that your story paints the 
industry with, is grossly unfair. 
KIRAN KARNIK, PRESIDENT NASSCOM 


Editor replies: There is no statistical 
evidence in the story for a simple 
reason: there is none available. 
However, there was enough anec- 
dotal evidence to suggest that this 
problem was pervasive enough—a 
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ing haywire. 


BAL GOVIND, through e-mail 


——À 


fact corroborated by the profes- 
sional counsellors that BT spoke to. 
Also, the very fact that almost all the 
big BPOs offer in-house counselling 
is a clear indication that they are not 
only aware of the problem, but 
keen to deal with it. Yes, rr and a 
couple of BPO companies do rou- 
tinely figure in our Best Companies 
To Work For In India survey. But 
that doesn't mean they don't have 
people issues to deal with. As we 
mentioned in the story, the objective 
was to turn the spotlight on an 
emerging workplace phenomenon 
so that meaningful discussion on 
how to deal with it can take place. 


The Fight for Gas 

THIS IS WITH REFERENCE TO THE 
article by Balaji Chandramouli 
(Ambani vs Ambani: The Fight for 
Gas, BT, July 15, 2007): Although 
the correspondent has touched upon 
an important and vital subject per- 
taining to the upstream petroleum 
industry in India, there are various 
statements in the article that are 
not only untrue, but also misleading. 
The correspendent has implied that 
DGH has favoured RIL by allowing 
extension of the exploration phase 
and also recommending retention of 
the entire block area. However, the 
DGH has strictly adhered to the 


guidelines and procedures while 
giving the extension and recom- 
mending retention of the block area. 
In fact, a Management Committee 
reviewed and approved RIL’s case. 
To sum up, we at DGH have realised 
that domain experts are required to 
report on technical matters. 

V.K. SIBAL, DG, HYDROCARBONS 


Our Correspondent replies: The 
DGH has not stated in specific any er- 
rors in the article. To say that the 
Management Committee has ap- 
proved the various decisions has 
little relevance given its constitu- 
tion—it offers no external audit to 
the decisions of the DGH. The MC is 
staffed with the contractor (RIL) and 
junior DGH officials. Petroleum 
Minister Murli Deora himself has 
now sought a review of the deci- 
sions taken by the DGH despite the 
ministry proposing regularisation 
of the decisions on the grounds that 
it was beyond the powers of the 
DGH to take decisions that impinge 
on government revenues. The issue 
is one of enforcing government 
contracts, rather than one of und- 
erstanding geosciences beyond the 
need to implement the contract. 

Note: Letters are edited for brevity. 
Mr Sibal’s letter in its entirety can 
be found on www.dghindia.org. 
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As India gets more globalised - and maybe more 
complex, people are constantly seeking new answers. 
How much has the country progressed? How well is the 
economy doing? The Nifty is the platform on which 
| India finds these answers. The Nifty Index is a composite 
of the top 50 stocks listed on the National Stock 
Exchange (NSE). It is a simplified tool, which helps 
investors and ordinary people alike, understand what 
happens in the stock market and by extension, 
the economy. If the Index performs well, it is a signal 
' that companies in India are performing well and 
consequently that the country is doing well. 
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country take strides. 
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Flipside of Deal Making 


N THE CORPORATE WORLD, THERE ARE TWO TYPES OF 
| oe who like big-ticket deals. One, the CEOs and, 
the other, the investment bankers. The former love 
mega deals because it increases their hold over an in- 
dustry and is an easy answer to *minor' issues such as 
slow growth and low profitability. The latter love 
them, too, because the bigger the deal, the bigger their 
cut. In the $33-billion Mittal-Arcelor deal, for example, 
the 13 investment banks involved (ranging from 
Goldman Sachs to Merrill Lynch to UBS to BNP Paribas) 
got $188 million, or a little over $1 million a day in a 
deal that took 180 days to close. Not surprisingly, 
I-bankers have been making hay in India, too. Consider 
some of the figures (you'll find lots more of them in our 
cover story this issue): In 2004, the most that an in- 
vestment bank—in this case, Citi—made by way of fee 
from M&As, IPOs, debt issue etc, was $30.7 million. The 
next year, the figure jumped to $49 million and the year 
thereafter, to $79.5 million. But 2007 promises to be 
a whopper of a year for deal makers. Till June, the #1 
I-banker, UBS, had raked in $109.2 million. 

If that number looks extraordinarily big, it’s because 
these have been extraordinary times, too, as far as 
deal-making goes. Most recently, Hindalco snapped up 
Canadian aluminium manufacturer Novelis for $6 bil- 
lion, Essar Global bought (also Canadian) steelmaker 
Algoma for $1.58 billion, and Suzlon Energy pur- 
chased REpower for €1.35 billion, not to mention 
domestic deals such as Jet Airways’ purchase of Sahara, 
or Kingfisher Airlines’ deal with Deccan Aviation. On 
the IPO market, nearly Rs 30,000 crore was raised in the 
first six months of 2007. However, there’s one set of 
stakeholders that doesn’t get excited by big deals: 
shareholders. Most of the M&As promise to deliver 





Going global and making a mark: TCS centre in Brazil 





Big deals, big money, but are they worth it? Jet Airways 
counsel Harish Salve (L) and Chairman Naresh Goyal 


additional value only over a long term. But investors, es- 
pecially institutional, tend to expect consistent growth 
in earnings every quarter. That's why D-Street wasn't 
very excited about Hindalco's purchase of Novelis. 

There are other reasons to be sceptical of mega 
mergers. Corporate history reveals that such deals of- 
ten don't produce the promised value. For example, a 
KPMG analysis in 2006 of response from 90 deal mak- 
ers reveals that more than two-thirds of the deals did not 
enhance value, while almost a quarter of them actually 
reduced overall value. Some reasons for that were 
failing to capture expected synergies, not starting on 
post-deal planning early enough, and not being suffi- 
ciently prepared to handle cross-cultural issues. In an- 
other few years, India will get to know how many of the 
jaw-dropping deals were actually worth the trouble. As 
for I-bankers in their expensive suits, they will still 
emerge unscathed. 


Indian IT is on Song 


HE INDIAN IT SECTOR IS EXPECTED TO CLOCK REV- 
enues of $50 billion, a growth of 30 per cent, 
this year; it employs 1.6 million highly skilled 
professionals and accounts for about 5.2 per cent to 
India's growing GDP. It has also been estimated that for 
every job created in the rr industry, another five are cre- 
ated in sectors such as transport, hospitality, bank- 
ing, real estate and others that support, and thrive 
on, its growth. This is, therfore, an apt moment to re- 
flect on: what's next for Indian 11? 
Some of the contours of things to follow are already 
becoming clear. Tier-I Indian rr vendors, such as TCs, 
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INDIA'S SPENDING POWER 
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Invest in 
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Thanks to the rapidly growing spending power of young Indians, 
companies belonging to consumption oriented sectors have the 
potential to grow at a fast pace. Now is the time to take full advantage 
of this consumption boom. Invest in the UTI India Lifestyle Fund. 
Let your investment ride the success of a young, vibrant India. 
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STMENT 0BJECTIVE: To provide long term capital appreciation and/or income distribution from a diversified portfolio of equity and equity related instruments of 
janies that are expected to benefit from changing Indian demographics, Indian lifestyles and rising consumption pattern. LOAD STRUCTURE: Entry Load: Not 
cable. Exit Load: NIL. An early exit charge equivalent to the unamortized New Fund Offer expenses will be recovered from the investor in case of redemption before 
y of 3 years from the date of allotment. The trustee reserves the right to change the load structure any time on a prospective basis. ASSET ALLOCATION: Equities 
sity related instruments of sectors / areas likely to benefit from changing Indian demographics, Indian lifestyle & rising consumption pattern - 65% - 100%, Other 
y & Equity related instruments - 0 - 3596, Debt & Money Market Instruments including securitised Debt - 0 - 20% REGISTERED OFFICE: UTI Tower, 'Gn' Block, 
ra-Kurla Complex, Bandra (E), Mumbai 400 051. Phone: 022 - 66786666. STATUTORY DETAILS: UTI Mutual Fund has been set up as a trust under the Indian Trusts 
1882. SPONSORS: State Bank of India, Punjab National Bank, Bank of Baroda and Life Insurance Corporation of india (liability of sponsors limited to Rs.10,000/- 
jJ. TRUSTEE: UTI Trustee Co. (P) Ltd. (Incorporated under the Companies Act, 1956). INVESTMENT MANAGER: UTI Asset Management Co. (P) Ltd. (Incorporated 
r the Companies Act, 1956). RISK FACTORS: All investments in mutual funds and securities are subject to market risks and the NAV of the funds may go up or 
า depending upon the factors and forces affecting the securities markets. There can be no assurance that the scheme's objective will be achieved. Past performance 
e Sponsors / Mutual Fund / Scheme(s) / AMC is not necessarily indicative of future results. The name of the scheme of UTI - Mutual Fund does not in any manner 
ate the quality of the scheme, its future prospects or returns. Realization of all the assurances and promises made, if any, are subject to the laws of the land as 
exist at any relevant point of time. The scheme is subject to risks relating to Credit, Market, Interest Rates, Liquidity, Securities Lending, Re-Investment Risk and 
tment in Overseas Markets, Trading in debt and equity derivatives (the scheme specific risk could be Credit, Settlement Risk, Interest Rates, llliquidity, Judgmental 
, Interest Rate Swaps and Forward Rate Agreements). Please contact the nearest UTI Mutual Fund branch, Chief Representative or AMFI Certified Financial 
3015 for copy of Key Information Memorandum cum Application Form and Offer Document. Please read the Offer Document carefully before investing 
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Wipro, Infosys and Satyam, have emerged as global play- 
ers, with revenues ranging from $1.5 billion (Rs 6,150 
crore) to $4 billion (Rs 16,400 crore), and all of them are 
poised to become global champs. But the time has 
come to flesh out the body contained within those 
contours. For one, Indian IT companies need to move 
further up the value chain and earn a greater portion of 
their revenues from consulting, rather than from merely 
executing work outsourced by others; and the industry 
needs to add muscle to its near-shoring efforts. In other 
words, it needs to become more like the IBMs, the 
Accentures and the Capgeminis of this world. It also 
needs to create branded proprietory software (think: Ms 
Office or Ms Vista), though, to be realistic, this will come, 
if at all, only after a few more years. And large Indian 
companies must also look at inorganic growth to quickly 





acquire new competencies that will give them the nec- 
essary muscle to compete globally on the same footing 
as their much larger MNC rivals. It is a sobering thought 
that no Indian company has ever won a billion-dollar 
deal—in fact, no Indian company has ever won a deal 
worth even a quarter of that amount (for one year, from 
a single client). And till it scales those heights, the 
terms “IT superpower” and “rr behemoths” that the me- 
dia regularly uses to describe the country and the Big 
Three of Indian rr will continue to ring a little hollow. 
But given the rate of growth of the sector, the am- 
bitions of India’s IT czars and rumours of big ticket 
global acquisitions, there's no reason why the sector can- 
not scale the heights that currently still seem out of 
bounds. And while setting its sights higher, the indus- 
try can take a bow for achieving its latest milestone. 


Nip This in the Bud, Proactively 


AST YEAR, US PRESIDENT GEORGE W. BUSH INTRO- 

duced Prime Minister Manmohan Singh to his 
wife Laura, saying: “He’s the Prime Minister of a 
country with 150 million Muslims but not one of 
them is an Al Qaeda member." The failed terrorist plot 
to bomb Glasgow airport means that Bush's statement 
no longer holds true. Kafeel Ahmed, the alleged suicide 
bomber, now fighting for 
his life at the Glasgow 
Royal Infirmary with 90 
per cent burn injuries, is 
believed to have links 
with the dreaded pan- 
Islamic terror outfit. 
More frighteningly, he 
and two of his 
accomplices are Indian, 
from Bangalore, and 
highly educated. 

Already, there are 
noises in the West, most 
notably from new British 
Prime Minister Gordon 
Brown, that seem to in- 
dicate that Indian pro- 
fessionals wanting to work in the UK will face more in- 
tense scrutiny than in the past. Prime Minister Singh has 
moved quickly to contain the expected backlash by ap- 
pealing to all concerned not to typecast all Indians as ter- 
rorists based on the actions of these three. 

But the government needs to do more. A country's 
soft power—an extremely important determinant of 
its international standing—depends critically on pub- 


16 BUSINESS TODAY JULY 29 2007 





Glasgow airport bombing: India needs to clear its image 


lic perceptions of its place in the community of nati- 
ons. Currently, India is seen as a knowledge super- 
power on the brink of global economic and political 
superpowerdom. This perception is fuelled by the 
country's steroid-charged growth rates, its successes in 
the IT arena and by the corporate achievements of the 
L.N. Mittals and the Ratan Tatas of this world. This 
is a massive change from 
the image of barely two 
decades ago when India 
was in the news only 
when issues like poverty, 
famines and begging 
bowls were discussed or 
when the Aid India 
Consortium met to 
determine the amount 
of aid it would offer the 
country. The truth is 
that large parts of the 
country still remained 
mired in the poverty 
and the problems that 
made people perceive 
[India as a basket case, 
but only a few high profile successes have changed its 
image completely in the public eye. 

This shows how fickle public opinion can be and 
how it can change very quickly. That is why the 
government must immediately and proactively launch 
a comprehensive campaign across the western world to 
nip in the bud any incipient perception of India as a 
breeding ground for Islamic terrorists. 8i 


Trends 


Don't Blame the Left ssraN[ IP 


The fortnight's burning question. 





Senior ministers are holding up important reform 


measures. BALAJI CHANDRAMOULI IS THE DOHA ROUND OF 
- THE WTO TALKS DOOMED 
un TO FAILURE? 


No. Amit Mitra, Secretary 
General, FICCI 

Though the G4 process (involving 
EU, the US, Brazil and India) 
proved unsuccessful, this does 
not mean the Doha talks have 
failed. The developed countries 
should act quickly in the talks 
that can continue in Geneva; they 
also need to address the concerns 
of the developing countries. 





พ แร จ ง ห า หา ง พ แจ ง ง พ จ 


am o 
Te 


` 


The Government or the Left: Who is responsible for blocking progress? 





HE LEFT PARTIES ARE THE BIGGEST OBSTACLE TO ECONOMIC REFORMS: 

right? The only convincing answer to that would have to be: not nec- 

essarily; the government itself could vie with the Left for that title. 
Consider this: the civil aviation policy, which seeks to deregulate key aspects 
of the aviation business, has been referred to a Group of Ministers following 
strong opposition from Defence Minister A.K. Antony and External 
Affairs Minister Pranab Mukherjee. While Antony is concerned about the 
security aspect of airports mushrooming across the country, Mukherjee is 
apprehensive about the crowding of the skies. Civil Aviation Minister Praful 
Patel's commercial arguments in favour of the policy did not wash with his 
two Cabinet colleagues. 

[n the telecom sector, the single biggest obstacle to better services and 
penetration of services is the lack of spectrum to carry the signals between 
consumers. As a result, business is suffering. According to industry officials, 
an estimated $12 billion (Rs 49,200 crore) worth of equipment deals are 
hanging in balance because of this impasse. The culprit: the Ministry of 
Defence, which is dragging its feet over releasing airwaves that are lying idle. 
Here too, a GoM was constituted 18 months ago. It is yet to meet. Says 
Antony: "The (armed) services have their own concerns about security. We 
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have to be careful in these times of modern technology." 

In the case of retailing, compromising with the Left parties is not 
enough to ensure a smooth run. Following negotiations with the Left, 
the government settled on a policy that allows only single brand ent- 
ities to enter the country with a majority stake. Notwithstanding this 
comedown from the earlier objective of freeing restrictions on ret- 
ailing in the country, the authorities are now asking Starbucks to rev- 
iew its proposal on entering India. Being a single brand is not 
enough. It must route its application through the Foreign Direct 
[nvestment (FDI) route, and it must not insist on the franchising model, 
says the government, without any prompting from the Left parties. 
According to officials, the Commerce Ministry is planning to 
amend the FD! policy to this effect. 

Foreign investments could suffer for other reasons, too. Late last 
month, Petroleum Minister Murli Deora decided against taking the 
responsibility of approving Reliance Industries’ gas price. He trans- 
ferred the issue to a Committee of Secretaries headed by Cabinet 
Secretary K.M. Chandrasekhar. His reasons are understandable: the 


WHO'S THE FLY IN THE OINTMENT? 


Surprise; all of them come from supposedly reforms-friendly Congress. 





POLICY 


WHO'S HOLDING IT UP? WHY? 
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domestic discoveries made by RIL are massive—enough to plug 
the entire domestic shortfall. Hence, there is pressure from consumer 
industries, especially the power and fertiliser sectors, who wield con- 
siderable political clout, for an easier pricing structure. Without get- 
ting into the merits of the case, government officials argue that a rob- 
ust price discovery policy could have been put in place well before 
RIL made its application for price approval. 

Evidently, in all these recent cases, opposition to the reform 
measures, as well as delay in decisions can be attributed to 
Cabinet ministers from the Congress—Antony, Mukherjee, 
Kamal Nath and Deora. 

And the latest salvo at the political level has been fired not by the 
Left parties but by the BIP, which has objected to the sEZ policy. In his 
role as chairman of the Parliamentary Standing Committee on the 
issue, BJP’s Murli Manohar Joshi has sought a review of the policy on 
the grounds that the existing policy does not give the farmer a fair 
deal. *No Prime Minister can disregard the general clamour of 
politicians," says Arun Shourie, former Disinvestment Minister in the 
previous BJP regime, “even opposition at the administrative level bec- 
omes a convenient excuse for ministers in a fragmented polity.” 

For once, at least, the Left parties cannot be blamed for 
blocking progress. 

ADDITIONAL REPORTING BY AMAN MALIK 
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Q&A 


“Bud Invents a Beer 
Only for India” 


TEPHEN J. BURROWS, PRESIDENT & 

CEO, Anheuser-Busch, Asia Pacific, 
was in Mumbai recently to announce 
the company’s foray into the Indian 
market. He met Br's Deepti Khanna 
Bose to discuss his plans. Excerpts: 


How is Budweiser going to be positioned in 
India? 

We're going to position it in the pre- 
mium-mild segment, and price it at 
about Rs 68-70 for 750 ml and around 
Rs 38-40 for a pint. It’s priced at just a 
touch above Foster's. 


Tell us about Armstrong, which you're 
launching in India along with Bud... 
India is a very unique market, because 
strong beers—like Armstrong—are the 
dominant category here. On an aver- 
age, 60 per cent of the beer market is 
strong beer; in some pockets of India, 
this rises to 80 per cent. So we "in- 
vented" Armstrong just for this market. 
Armstrong, incidentally, is not available 
anywhere else. 


What is the beer market in India like? 
The beer-drinking market in India is 
still very small—only about 8 million 
hectalitres, which would make it 
smaller than the city of Chicago in 
terms of beer consumption. In China, 
the per capita consumption on average 
is about 23 litres per person; here it's 
only about 1 litre. It has grown at 20 
per cent over the last 18 months but it 
needs to grow at double digits for a 
long time in order for it to become a 
significant beer industry. 
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our car is not complete without world-class automotive components from Mico and ON 

osch. In fact, Bosch is the world's largest automotive component supplier - and the 

IE manufacturer of choice with almost all leading vehicle manufacturers in the world. SF 

iscerning motorists and workshop professionals in over 132 countries rely on Bosch's i 
xtensive range of high-quality products to get the best from their cars. Choose the Invented for life 
est. Choose automotive products from Mico and Bosch. The advantage is yours. 


Common Rail System * VE-EDC Pumps * Spark Plugs * Halogen Bulbs + Gasoline 
tank Unit » Ignition Coils + Filters » Wiper Blades + Clutch Plates * Brake Pads 
Horns * Injectors + Alternators » Batteries * Relays * Exhaust Gas Sensors * Starter 
lotors * Glow Plugs 





ww.boschindia.com 





af more details, contact: Motor Industries Co. Ltd., Automotive Aftermarket, P.B. No. 3000, Hosur Road, Adugodi, Bangalore - 560 030. Ph.: (080) 2299 2233. Fax: (080) 
299 2525. Sales Offices: Ahmedabad: Ph.: (079) 2646 5952. Fax: (079) 2642 0401. Bangalore: Ph.: (080) 2223 7056. Fax: (080) 2222 5101. Chandigarh & 
anchkula: Ph.: (0172) 279 2916. Fax: (0172) 279 0486. Chennai: Ph.: (044) 2815 3916. Fax: (044) 2815 6624. Cuttack: Ph.: (0671) 268 6673. Fax: (0671) 268 6526 
rnakulam: Ph.: (0484) 280 5601. Fax: (0484) 280 5615. Guwahati: Ph.: (0361) 234 1040. Fax: (0361) 234 1075. Indore: Ph.: (0731) 252 5680. Fax: (0731) 251 2983 
sipur: Ph.: (0141) 238 7048. Fax: (0141) 236 6109. Kolkata: Ph.: (033) 2249 7471. Fax: (033) 2249 7482. Lucknow: Ph.: (0522) 402 6251. Fax: (0522) 220 9363. 
umbai: Ph.: (022) 2493 2071. Fax: (022) 2497 3924. New Delhi: Ph.: (011) 2334 8260. Fax: (011) 2334 8264. Patna: Ph.: (0612) 222 1503. Fax: (0612) 223 9759. 
aipur: Ph.: (0771) 402 6333. Fax: (0771) 407 0059. Ranchi: Ph.: (0651) 325 4020. Secunderabad: Ph.: (040) 27990266. Fax: (040) 27990338 
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RCL to be Outsourced IT Department for SMEs 





Bajpai: Reaching out to SME customers 
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F YOU RUN A SMALL BUSINESS WITH 
ES just 15 computers, you'll 
know that ensuring 24x7 broad- 
band internet access, constantly 
updating your anti-virus software, 
ensuring that the firewall prevents 
unauthorised access and having to 
regularly update your hardware can 
be a huge challenge. Most small 
and medium enterprises (SMEs) can- 
not afford the services of a full- 
time IT department, nor make large 
capital investments in equipment. 
And most large IT service providers 
aren't interested in this market as 
individual accounts are too small to 
be lucrative. 

But help is at hand. Reliance 
Communications, the second-largest 
player in the country's mobile tele- 
com sector, is now turning its 
attention to this market. Says 
Prakash Bajpai, President & CEO 
(Enterprise), Reliance Com- 
munications: “The idea is to lower 
the entry barrier for the SME seg- 
ment and remove the pain points.” 
As a part of the package, Reliance 
Communications will offer high- 
speed broadband access, an anti- 
virus suite, e-mail packages, fire- 
walls, domain name services and 


local as well as wide area networks. 
Bajpai says that the new package 
will help sMEs “as they don’t have to 
make huge upfront investments and 
will only have to pay as they use. We 
will be their outsourced rr depart- 
ment and provide them with all the 
necessary expertise.” 

The company has tied up with 
Cisco to offer the business inter- 
net service package. Reliance 
Communication will use Cicso’s 
Ethernet solution as a part of its IP 
infrastructure. “The alliance with 
Cisco will help us reach out to 
about 680,000 SME customers,” 
adds Bajpai. The company has alr- 
eady installed the backbone by set- 
ting up a fibre-optic cable network 
spanning 60,000 km. As a part of 
its overall capex plan, it plans to 
invest $3.5 billion (Rs 14,350 
crore) in the current year alone. 

While the service has been rolled 
out initially in Bangalore, the com- 
pany says it would be available in 
10 major cities, like Delhi, Mumbai, 
Chennai and Hyderabad, among 
others, within two months and 
eventually across 200 cities and 
towns across the country. 

VENKATESHA BABU 





Olympics to Add $3-billion to Global Ad Kitty 


China will get a third of this. India, and the rest of the world, will also benefit. 


ADVERTISING EXPENDIT 


Western Europe 
Asia Pacific 88.26 | 
Central & Eastern Europe P1942 
Latin America 17.82 
Africa/West Asia/RoW 
World 


Figures in $ billion at current prices 
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Sell, Sell, Sell Cars 
Any Which Way 


T INDIA'S LARGEST AUTOMAKER MARUTI UDYOG (MUL), 

selling cars using innovative schemes is par for the 
course. So, when the banks decided to tighten the 
purse strings and raise interest rates, MUL decided to get 
inventive. It recruited a fleet of salesmen, or rather, it 
converted existing staff, line workers, managers and 
others, into salesmen and started a referral scheme, enc- 
ouraging employees to name friends or relatives who 
wanted to buy cars. 

By the end of the first week of July, the com- 
pany had over 8,000 referrals and had sold over 
2,100 vehicles; and the conversions are continuing 
apace, says Jagdish Khattar, Managing Director, MUL. 
One employee, in fact, had managed to refer a mas- 
sive 57 sales. 

And seeing MUL’s success, several other auto man- 
ufacturers are biting the referral bug. Ford India has alr- 
eady done so and others are expected to follow suit 
soon. But Khattar points out that MUL is not giving any 


Maruti’s Rural Push 


ARUTI UDYOG (MUL) HAS 
N> sales by 17.1 per cent 
in the first quarter of the current 
financial year to 169,669 units 
and Jagdish Khattar, Managing 
Director of the company, attributes 
at least some of this success not just 
to peppy sales of the Swift and 
SX4, but also to the company's 
push into semi-urban and rural 
centres. “Earlier, our dealerships 
used to send a salesman to outlying 
towns and he used to visit such 
towns once every month at best," 
says Khattar. *Now, we have hired 
1,500 people to exclusively service 
small towns and large villages." 





Biting the referral bug: First Maruti, now Ford 


monetary compensation or additional incentives for 
these sales. “If we don't sell cars, they lie around in our 
yard and we need to slow down production. So, what 
our employees are doing is keeping the lines moving. 
We are getting these sales, not ‘buying’ them." 

It will be interesting to notice if other carmakers 
can do the same, and some might wonder if this 
marks the first step towards the launch of American- 
style customer referrals. 

KUSHAN MITRA 





Maruti goes rural: The company has hired people to exclusively service villages 


The salespeople, hired by the reg- 
ional dealerships are all local, 
which according to Khattar helps 
in two ways: they know who po- 
tential buyers are and the potential 
buyers trust them. It has also writ- 
ten to 95 regional rural banks with 
which it is keen on tying up to fi- 
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nance these cars. 

“In June, we sold 2,800 cars 
this way,” Khattar acknowledges. 
A majority of them were Maruti 
800s and Altos. As far as servicing 
vehicles in outlying areas is con- 
cerned, Khattar points out that 
MUL has over 1,500 service points 


across the country. “You are 
never too far from a Maruti 
workshop,” he quips. The scheme 
has been so successful that 
Khattar says he is planning to 
extending it further to another 
500-1,000 points. 

KUSHAN MITRA 
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Where are the Price Cuts? 


HE RUPEE HAS GONE FROM 
Bp e against the 
dollar, rising 13.82 per cent from 
Rs 46.95 against the greenback on 
July 19, 2006, to Rs 40.46 now. 
Indian exporters, especially the 
small ones who don't hedge their 
foreign exchange exposures, are 
crying themselves hoarse about the 
impact it will have on 
their bottom lines. Yet, 
prices of several popular 
consumer imports, partic- 
ularly electronics, have not 
declined in tandem with the 
rising rupee. No wonder 
the grey market is thriving. 


Apple iPod 30GB 

US price: $249 (Rs 10,209) 
India price: Rs 17,600 

Price differential: 72.39 per cent 


Tapping the Diabetes Economy 


WHO'S IN THE GAME? 


COMPANY 









Sony Playstation 3 60GB 
US price: $599 (Rs 24,559) 
India price: Rs 39,990 

Price differential: 62.83 per cent 


Cars 
The stronger rupee also has not 
resulted in any downward revision 
in the prices of high-end imported 
cars. That said, the 
German "Gang of 
Four" (Audi, BMW, 
Mercedes and 
Porsche) are believed 
to be considering 
price reductions for 
some of their com- 
pletely built-up imp- 
orts. Prices of cars 
that use significant 
amounts of imp- 
orted components 


The market for diabetic products is as varied as it is vast. 
SOLUTION 


WHAT IS IT? 












have also not dropped as 
manufacturers, already 
strapped for margins, 
prefer to absorb the 
benefits to their bot- 
tom line instead of 
passing them onto 
consumers. 

But not all prod- 
ucts are getting more 
expensive. 


Nokia N95 
US price: $699 (Rs 28,659) 
India price: Rs 32,500 (down from 
Rs 37,000) 
Reduction: 12.16 per cent. 
KUSHAN MITRA 



























ICICI Prudential Life Insurance — Diabetes Care Medical policy for suffering from Type 2 diabetes 

Roche Diagnostics Accu-Chek In Integrated blood glucose monitori 

Novo Nordisk Levemir Range of human insulin products and delivery devices for insulin 
Ranbaxy Laboratories Volix (Voglibose) Allopathic d 

Biocon Insugen First human recombinant insulin in India 

Amul Amul Sugarfree A range of ‘sugar-free’ products for diabetics 

This is an illustrative list 


N ITS REPORT TITLED PHARMA 
12020. The Vision—Which Path 
Will You Take? Pricewaterhouse- 
Coopers says that the number of 
Indians with diabetes, currently at 
35 million, is projected to more 
than double to 73.5 million by 
2025. The country’s total bill for 
diabetes-related medical and other 
services—the so-called diabetes 
economy—will then be about $30 
billion (Rs 1,23,000 crore). India is 
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already the diabetes capital of the 
world and accounts for almost 20 
per cent of the world’s diabetic 
population. 

Result: hospitals, pharmaceu- 
tical companies, insurers, FMCG 
companies and even health clubs 
and advertising agencies, are all 
focussing on this segment for a 
share of the pie. ICICI Prudential 
Life Insurance, for example, had 
come up with a policy for 


“Diabetes Care” to cater to people 
already suffering from Type 2 dia- 
betes. Then, advertising agencies 
are pitching for the often multi- 
crore diabetes awareness cam- 
paigns that healthcare providers 
now launch almost as a matter of 
routine. Example: Euro RSCG has 
been assigned the creative duties 
for two brands from the Sanofi 
Aventis stable. 

PALLAVI SRIVASTAVA 
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SELF WORTH: SURESH RAJPAL 


Surfing the Outsourcing Boom 


E'S ALWAYS ON THE 

lookout for chal- 
lenges. *Doing something 
different motivates me," 
says Suresh Rajpal, for- 
mer President and CEO of 
Hewlett-Packard India- 
turned-serial entrepre- 
neur. After a successful 
29-year stint with HP, the 
63-year-old Rajpal has 
floated a string of new 
ventures with mixed res- 
ults. Now, he is upbeat 
about his latest venture, 
TransTech Services 
Partners Inc., a special 
purpose acquisition cor- 
poration that proposes to 
buy mid-sized companies 
in the Us and the UK in 
the rr and rr-enabled serv- 
ices (ITES) space that are 
facing significant chal- 
lenges to their existing 
business model. 

TransTech hopes to 
realign the businesses to 
enable them to remain 
competitive with partic- 
ular focus on paring costs. This 
will include outsourcing a sub- 
stantial chunk of their businesses to 
low-cost destinations like India. 
Says Rajpal: *The objective is to 
move the non-customer-facing 
technology work and processes to 
India within three years of the 
acquisition, thus, reducing costs 
and improving margins." 
TransTech has already raised $41 
million (Rs 168.1 crore) through a 
listing on the Over the Counter 
Bulletin Board Exchange, New 
York. And now, it's on the prowl 
for a suitable acquisition. 

For Rajpal, it has been a long 
journey from his extended tenure 
at HP to his present avatar as an 
entrepreneur. Under his stew- 


28 BUSINESS TODAY JULY 29 2007 





ardship, HP India reached a 
turnover of $200 million (Rs 860 
crore then) in 1999 from $20 
million (Rs 32 crore then) in 
1989. Then, in 1997, he bagged 
the us Ambassador's Award for 
contribution to US business in 
India. The same year, HP India 
won the cll-Exim Bank Award 
for Business Excellence. 

It was then that Rajpal decided 
to venture out on his own. “In HP, 
the work was no longer challenging 
as everything had been achieved. So 
I thought of climbing a second 
mountain,” he says. In 1999, 
backed by venture capital fund- 
ing, he launched eCapital Solutions, 
an infotech services company that 
was subsequently merged with 


Leading Edge, a BSE-listed 
company with a similar 
business profile. The 
merged company was 
called Trigyn Technologies 
and Rajpal was appointed 
its President and CEO. Says 
Rajpal: “Even though | 
was the CEO of the com- 
pany, I had no control 
over the board and could 
not function independ- 
ently. Therefore, I chose 
to quit.” 

His next venture, in 
2002, was Technova, a 
consulting, IT & BPO serv- 
ices company that foc- 
ussed on meeting the IT 
needs of European and us 
firms. But he logged out of 
this venture in 2006. 

His stints with Trigyn 
and Technova, Rajpal 
says, taught him impor- 
tant lessons. First, don’t 
become CEO of a company 
if you don’t control the 
board. And secondly, 
small investments in small 
companies don’t get you big cus- 
tomers despite your contacts. 
Explains Rajpal: “The key is to 
differentiate yourself from every- 
body else. We, perhaps, failed to 
do that.” Then, in 2006, Rajpal set 
up Visnova, an IT solutions 
provider in the healthcare sector 
that also provided ERP solutions 
to SMEs. He has ambitious plans for 
this venture and says he wants to 
make it “the Infosys of the future 
in healthcare”. 

Can he replicate his success at 
HP with Visnova and TransTech? 
His track record so far has been 
mixed. But Rajpal, and his inv- 
estors, will be hoping that he 
strikes pay dirt this time. 

RISHI JOSHI 
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The brighter side of life 


With more than a century of experience in inventing cutting-edge 
products and services, GE's Consumer & Industrial business in India 
strives to make life better, more convenient, and more efficient for 
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What is it? Food coupons are akin to tickets that can be exchanged for a rebate 
at the local public distribution system (PDS) shop while buying essential 
food items. These may replace age-old ration cards. 


How does it work? PDS beneficiaries will be issued these food coupons with 

which they can buy foodgrains at prices below those prevailing in the 

market. The difference, or the food subsidy element, will be paid to the re- 
tailer by the government. 


How is it useful? The coupons could enable the gov- 
ernment to target the nearly Rs 25,700-crore food sub- 
sidy more accurately. There is less chance of diversion 
of PDS food as the retailers will have to collect the 
coupons before realising the subsidy. 








What are the cost implications? The PDS is an in- 

efficient mode of delivery. According to experts, the 
cost of transferring a rupee to the poor through 
PDS is Rs 6.68 and administrative costs account 
for 85 per cent of the total expenditure. Food 
coupons are expected to bring down the transac- 
tion costs substantially. 


SHALINI S. DAGAR 






ECONOMY 


STATUS: 4.13 per cent on July 7, 2007. 


| Caging the Monster 


Inflation rate over the last four quarters. 
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Inflation rate Source: BT Research 


IMPACT: The gradual decline in the rate 
of inflation is expected to lead to a 
softening of interest rates. If this trend 
continues, it will bring relief to both 
retail and corporate borrowers and 
provide a renewed fillip to the loan- 
fuelled economic boom. 


STATUS: $2.33 billion in H1, 2007. 


India Ahead 


India accounts for more than half of all PE 
inflows into BRIC nations in 2007 
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(US$ Million) Source: Thomson Financial 


IMPACT: India seems to be the most 
preferred destination for private equity 
among the BRIC countries. In the first 
half of 2007, the biggest deals were in 
the financial sector. The current 
interest in India is likely to sustain 
and there is likely to be more activity 

in the second half. 
COMPILED BY ANAND ADHIKARI 
AND KRISHNA GOPALAN 
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at 300 kmph for Ferrari. That's ` 
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The formula one racing car is the most complex and advanced car in the world, packing research 
in aerodynamics, engine technology, brakes, tyres and modelling. It has more in common with a 
jet plane than it does with a high performance car. Tata Consultancy Services (TCS) works with 
Scuderia Ferrari before, during and in-between races to help their cars go even faster. As one of 
the world's fastest growing technology and business solutions providers, TCS ensures that all 
mechanical and electronic systems perform at their optimum under levels of extreme stress. 
Managing pressure and troubleshooting in a situation where every little advantage makes 
a huge difference. And of course, enabling Ferrari to experience certainty. 


TATA CONSULTANCY SERVICES 
Experience certainty. 


IT Services * Business Solutions * Outsourcing 


To learn how your business can experience certainty, visit www.tcs.com 
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A bird's eye view of what's hot and what's 


P-WATCH 


not on the government's policy radar. 





GOVT BETS ON INVESTMENTS 


[E IE GOVERNMENT HAS RAISED THE 
investment estimates for the 
ambitious Delhi-Mumbai Industrial 
Corridor (DMIC) from $50 billion 
(Rs 2,05,000 crore) to $90 billion 
(Rs 3,69,000 crore). The corridor 


set up investment and industrial 
regions—one in each state—in the 
first phase, which ends in 2012. 
The five investment regions short 
listed thus far are Dadri-Noida- 
Ghaziabad in Uttar Pradesh, 


will run parallel to the Indian 
Railways’ Dedicated Freight 
Corridor (DFC). And, given 
Commerce Minister Kamal Nath’s 
insistence that the corridor passes 
through his home state of Madhya 
Pradesh, the proposed 4,000 sq. 


km project will now, in all likeli- At work: More jobs in the pipeline? 


hood, cover Delhi, Haryana, Uttar 





IN YRASOD แพร จ จ ง พ กาก 


Manesar-Bawal in Haryana, 
Khushkhera-Bhiwandi-Neemrana 
in Rajasthan, Ahmedabad-Dholera 
in Gujarat and Igatpuri-Nasik- 
Sinnar in Maharashtra. Japanese 
companies are expected to invest 
over $10 billion (Rs 41,000 crore) 
in the proposed corridor during 
the first phase, work on which will 


Pradesh, Rajasthan, Gujarat, Maharashtra and commence next year. Sources, however, point out 
Madhya Pradesh. that the absence of an effective land acquisition policy 
It is understood that the promoters, in may once again play a damp squib. 


consultation with the government, have decided to AMIT MUKHERJEE 





EXPORTERS’ RELIEF ON WAY 


N CUE FROM THE RECOMMENDATIONS OF THE ELP IS FINALLY ON THE WAY. THE 
Deepak Parekh Committee, the Reserve Bank of government is reportedly all 
India (RBI) has decided to loan $5 billion (Rs 20,500 set to give its nod to a relief pack- 
crore) out of its burgeoning forex kitty to the govern- age to lend succour to exporters 
ment. Infrastructure who have been hit by a 12 per cent 
projects of Indian rise in the rupee since March (it 
INFRA-DOLLARS | companies will be touched a 9-year high towards the 
m RBI to lend $5 billion to govern- ^ hankrolled by the India — endofthefirst week of July). 
ศศ น an SPV in the next six Infrastruct ure Finance While the ministries of commerce and finance 
— — - Corporation (IFO), are yet to iron out all the issues, the proposed pack- 
พ Borrowed reserves to fund once the latter gets the age is likely to raise the Duty Entitlement Passbook 
infrastructure projects v. TI wama (DEPB) and drawback rates to 5 per cent i 
Move in line with Deepak Parekh wre a ; ee TE rum "e ^ 
Committee thai บ ภา ร ร ต of funds transfer will bid to nullify domestic levies. 
involve a special pur- The government may also reduce interest rates 
pose vehicle (spv) that on pre-shipment credits as well as allow exporters to 
will borrow from the RBI and finance the external bor- enjoy interest on foreign currency accounts. It plans 
rowing needs. It appears to be a win-win both for to do this after effecting the 10 per cent reduction in 
government and business. While the infrastructure sec- insurance premiums for exporters. A final decision 
tor. which is in urgent need of $320 billion on the matter is expected to be taken sometime in 
(Rs 13,12,000 crore), will have access to ready cash, the the second week of July. In the long run, though, 
government hopes to net a return of more than 3.5 per incentives cannot be a substitute for deregulation 


cent on the borrowing. Money, well directed. of the currency markets. 
RISHI JOSHI AMAN MALIK 


RBI SPARES $5 BN FOR GROWTH 
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P-WATCH COLUMN The why, what and how-to of policy making. 








A POWER MINISTRY OFFICIAL RE- 
cently tried to reduce regula- 
tion in the power sector. He 
mooted a proposal to end the 
role of the power ministry in 
the allocation of coal mines by 
the coal ministry. The first line of 
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resistance came from none other 
than the industry itself. It's fer- 
vent appeal: the power min- 
istry should continue its rec- 
ommendatory role. Not 
surprisingly, the proposal did 
not go through. 

BC 


CASH OR KIND? 

FOR THE 'PROPER' BUREAUCRAT, 
honesty scores over efficiency. 
That it must be coded in their 
genes is borne out by a recent 
incident in the petroleum busi- 
ness. As part of his lobbying 
efforts against his elder brother's 
gas price proposal, Anil Ambani 
has been sending his officials to 
the petroleum ministry. The 
burning issue: should the gov- 
emment take its share of gas in 
kind or must it relent to RIL's 
proposal to take it in cash? In 
one of the meetings with an of- 
ficial, Ambani Jr's liaison man 
jumped to the issue without a 
primer and asked "Cash or kind, 
Sir"? The officer was aghast at 
his question but recovered 
quickly to realise the true import 
of the question. BC 
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MARKTO MARKET 


OR THE SALARIED CLASS, THE SPRINT HAS BEGUN, AT THE END OF THE MONTH, 
Fe tax collector’s doors close for those who don’t wish to default on 
their dues to the state. The effort is one of minimising the bill by investing in 
various tax saving instruments. And, the task is not easy. It is equally 
unpleasant for Finance Minister P. Chidambaram who would ideally like to 
reduce the tax rates to levels prevelant in the neighbouring ASEAN countries. 
He, however, finds it difficult to reduce taxes or enhance the exemption 
limits and forego revenues. This, since it is critical for funding social and 
health programmes, especially, when personal taxes accounts for 20 per 
cent of total collections (Rs 4,67,848 crore). Further, he is betting on col- 
lecting 20 per cent more than what he mopped up last year. 

But, does he have a choice? Yes, if he is willing to look at the petroleum 
sector with a different lens, perhaps a periscope. The current one enables 
him to collect a fourth of the total taxes collected in the country from the 
sector. The periscope will show him the extent of revenues foregone by not 
keeping up with the market in the exploration business, several kilometers 
below the sea level—i.e., the rent collected from exploration con- 
tractors who have struck oil and gas. Called profit petroleum 
(PP), the government gets a share of oil and gas based on a 
bidding process. Last year, the government netted 
around Rs 4,000 crore on this count. 

The problem with the contract regime is that it has. ( 
not undergone any significant change over the last 1 
seven years although two significant market develop- 
ments have occurred in the interregnum. First, oil 
prices have more than trebled. Secondly, the prospects 
of finding oil and gas have vaulted in certain regions of 
the country. This can be attributed to the success encoun- 
tered by companies like Reliance Industries and Cairn. 

Yet, the fiscal terms for the contractor are extremely liberal, allow- 
ing for recovery of costs in case it encounters success anywhere in the coun- 
try. Surely, such terms are not required in the Krishna Godavari basin, off 
the coast of Andhra Pradesh, which is virtually floating on a bed of natural 
gas. Going a step further, the government should consider extracting a “sig- 
nature" bonus from explorers interested in this basin. This will ensure that 
it does not have to wait a minimum five years, the time taken between 
exploration and commercial production, to get its first rental cheque. 
Furthermore, in such hydrocarbon-rich, production sharing deals must be 
replaced with concession agreements, in line with global practice. In the lat- 
ter regime, the State takes a fixed share of oil or gas regardless of the 
contractor's.total output from the field. 

In other words, the exploration sector must provide for a differential 
regime to capture changing market conditions—a liberal regime can con- 
tinue only in those basins (geographic metric for oil and gas formations) 
where the prospects of finding oil and gas have not been established. Surely, 
if the Finance Minister pays attention to this business, the tax payer could 
breathe easy next year. The reason: the next round of auctions are slated 
towards the end of this year. 










BALAJI CHANDRAMOULI 
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SHEKHAR GHOSH 


NEWS 


R.S. SHARMA 





ONGC's Sharma: New stint 


Po 56, WHO RECENTLY TOOK OVER AS 
CMD of ONGC, the appointment was as chal- 
lenging as finding oil. In August last year, his can- 
didature was turned down by the Prime Minister's 
Office after it had been cleared by a routine selection 
process on the grounds that the selection process 
needed to be “widened” to include private sector par- 
ticipants. The best they could manage was Najeeb 
Jung, a former bureaucrat, currently associated 
with a research outfit, Observer Research Foundation. 
But the selection committee placed him at #2; the 
pole position still went to Sharma when the list 
was sent to the PMO. Officials privy to the selection 
process say that this match was a cliffhanger. This 
fuelled speculation that search for talent was not the 
sole driver for a repeat of the selection process. 

For Sharma, a cost accountant, patience and 
tenacity paid off in the end. Also, unlike his prede- 
cessor Subir Raha, whose flamboyance won him as 
many enemies as friends, Sharma is a conservative, 
low-profile worker. These are considered great qual- 
ities in the public sector and these, in no small 
measure, helped him win the bureaucracy's vote. 

Though now firmly in the saddle, the road 
ahead is anything but smooth. For the most part, 
ONGC is living off old finds—it has a dismal 
record in striking oil and gas. This, despite the fact 
that the prospects of finding oil and gas in the 
country have vastly improved over the last few 
years. Reviving ONGC's sagging fortunes will not 
be easy, especially since the company has been 
losing personnel to the private sector. 

Can he make difference? Time alone will tell. 

BALAJI CHANDRAMOULI 
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NUMBERS OF NOTE 
Rs 45,000 crore: India’s space budget in the 


11th Five-Year Plan. It is two-thirds of what NASA 
will spend in the current year alone 


$ 1 0 billion (Rs 41,000 crore): The value of 
trade between India and Australia. It is expected to 
double over the next three years 


128,000 MW: India's power generation 


capacity compared to China's capacity of 500,000 MW 


$26.8 billion (Rs 1.10 lakh crore): Inward 
remittances from Indians working overseas in 2006- 
07, up from $2.1 billion in 1990-91 


$500 billion (Rs 20.5 lakh crore): The estimated 
size of the Islamic banking industry globally 


65,000. The number of bank branches in India 


2.75 million: The number of demat accounts that 
NSDL and CDSL, the country's two top securities 
depositories, have frozen after regulator SEBI made it 
mandatory for investors to submit permanent account 
numbers for trading in stock markets 


2 1 .09. The price-earnings (P-E) ratio of the 
BSE Sensex, compared to 45, 17.4 and 38.4 of the 
Shanghai Composite Index, Dow Jones Industrial 
Index and Nasdaq Composite, respectively 


Rs 40,000 crore: The amount companies 


have mobilised through public issues in India so far 
in 2007. 


46. India's rank on the list of SME-friendly 
countries. A total of 53 countries were present in the 
list, compiled by Fortune. 


£1.5 billion (Rs 12,150 crore): The money UK's 
financial services industry saved through offshoring in 
2006, most of it to India, according to a report by 
consulting firm Deloitte 


Over 100,000. The number of dollar 


millionaires in India 


27 R. The number of 


corporate jets and turboprops in 
India, compared to 225 aircraft 
owned by commercial airlines 
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É Low-end phones used to be dowdy, but new 
ome devices from top.mobile manufacturers now 
have a | cues and technical 
ature herto thé exclusive preserve of 

น 35 HAN, MITRA The most affordable of SonyEricsson's 
5 'K' series of mobile phones, this device is 
* possibly the most affordable "good" ! 
- | / camera phone on the market currently. 
$ / FEATURES 


262,144 colour LCD screen, 1.3 megapixel 
camera, GPRS connectivity, Tri-Band, 
Bluetooth, MP3 player. 


PRICE 


It may not be the smartest looking 
device around, but the C2600 is : 





/ It actually does look fairly cool, though 
, the exterior LCD only has a few icons. 


This is a fairly capable device at a great 


price, though it could do with more 
memory. 


FEATURES 


Games, VGA Camera, GPRS connectivity, 


Tri-Band, USB Charging. 
PRICE 


Global IPO Fever Reaches New High 


Investors across the globe are raising a toast to initial public offerings. In 2006, IPOs raised a record $266 billion, up from $187 billion in 2005 
So far in 2007, there are no signs of the IPO fever abating. Growth-hungry investors continue to hunt for higher returns, especially in emerging markets 


Global IPO activity by quarter 


pital raised ($bin) mmm Number of deals 
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very capable device loaded with 
office applications and a lot of 
internal memory. 


FEATURES 
120 MB Internal Memory, VGA 
Camera, GPRS connectivity, Tri- 
Band, USB Charging, MP3 

| player/FM radio. 


f PRICE 


2007 Q1 IPO activity by region 
Number of deals Total capital raise 


North 
America 


Europe, 
Z West Asia 
and Africa 
Asia-Pacific — 


—— Central and South America ——— 
and Caribbean 


Figures in per ce 





Nokia 2630 
Barracuda 


This phone was unveiled in May 

along with six other entry-level 

devices in New Delhi recently. 

The Barracuda is so named 

because of its slender form- 

factor, and is the handset 

at under 10 mm. The device 

should hit shop shelves within 

a few months. 

FEATURES 

E-Mail, EDGE connectivity, VGA 
Bluetooth, 


Camera, Quad-Band, 
MP3 player/FM radio. 
PRICE 


Rs 5,000 (approximately) 


NOKIA 
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Regionally, European exchanges hosted the most IPOs, sparked by 


the popularity of London as the top listings destination for cross 
border issuers, especially from Russia. Interestingly, as local stock 
markets grow more liquid and well-regulated, 90 per cent of the 
world's companies list on domestic exchanges. In 2006, local 
exchanges from around the world hosted many of the top 20 IPOs. 
Analysts point to the Asian capital markets as a good example of the 


ocalisation trend—giobal asset managers have relocated people, 
apital and resources to the region in order to better manage larger 
f 


and dedicated pools of capital focussed on Asia 








TO BE PRECISE 


“If you're in the luckiest 1 per cent of 
humanity, you owe it to the rest of humanity 
to think about the other 99 per cent" 


Warren Buffett, legendary US investor and Chairman of Berkshin 
Hathaway, in the Guardian 


“If iPhone comes through the grey market in 
India, people can still try to make it work. 
The grey market seems to have a solution 
for everything” 

Sunil Bhagat, CEO, RPG Cellucom, a mobile retailer, in DNA 


“The wage inflation rate for engineers in India 
is four times what it is here (America)” 
Paul Otellini, Chief Executive Officer, Intel, in The Wall Street lourna 


"They're taking five billion dollars out of me 
and still want to keep control. They can't sell 
their company and still control it—that's not 
how it works. I’m sorry!” 

Rupert Murdoch, Chairman and CEO, News Corporation, on t 

Dow Jones deal, in Time 


“Individuals may look to take the foot off the 
gas pedal at 60, but India at 60 remains a 
young nation” 

S. Ramadorai, CEO, TCS, in Business Standard 


“There is no room for complacency. Though 
our competitors are not yet in the rear view 
mirror today, they can move fast and catch up” 


Kiran Karnik, President, Nasscom, in The Indian Express 


“A lot of people say the world is flat. 
I think it is spiky” 

Mukesh Ambani, Chairman, Reliance Industries (RIL), in 
The Financial Express 


“The world always ends up thanking innovators 
for their cool products—but won't pay for 
them. There are forces of gravity at work" 
Clayton M. Christensen, Professor, Harvard Business Scbool, in 
BusinessWeek online 


“India is not constrained in terms of capital for 
business activity, but it is talent-constrained" 


Tim Ringo, Global Leader (H-C Management), IBM, in Business Standard 


Different by Design 


LUVING | WORKING | 


Beyond pure functional efficiency is a world of architectural finesse. 
Soul Space lives and breathes in this world of exquisite housing, 
office and commercial spaces. A world beyond any other. 
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bt noted 


LAUNCHED: In 
Europe, India's 
favourite 24-hour 
Hindi news chan- 
nel, Aaj Tak, by 

the TV Today 
Network. Already a big success in 
the US and West Asia, the channel 
will be available across Europe on 
the World TV platform, a division of 
GlobeCast. 







PROJECTED: By NASSCOM, rev- 
enues of $60 billion (Rs 2,46,000 
crore) by 2010 for the Indian IT/ITES 
industry. For 2007-08, it predicted a 
24-27 per cent growth in revenues to 
$50 billion. According to the industry 
association, the sector recorded a 
growth of 30.7 per cent in 2006- 
07, clocking revenues of $39.6 billion 
(Rs 1,74,240 crore). 


ALLOWED: By the Foreign 
Investment Promotion Board (FIPB), 
Hermes International, to set up a sub- 
sidiary in India under the guidelines for 
single-brand retail outlets. The French 
luxury brand will sell its premium 
cosmetics, perfumes, readymade gar- 
ments, leather goods, footwear, 
lifestyle products, jewellery, silk items 
and bags in the country. 


HIC HIC HURRAY 


BRAND CURRENT 


«017 


oe 
` h 1 


M d 
WHISKEY 


riendiy 


42 BUSINESS TODAY JULY 2* 


APPOINTED: A 1972-batch Andhra 
Pradesh cadre IAS officer, Duvvuri 
Subbarao, as Union Finance Secretary. 
An IIT-Kanpur alumnus, he was a 
Lead Economist at the World Bank 
from 1999-2004 and has worked 
extensively in Africa and East Asia. He 
was among the first IIT products to 
join the civil services. 


CROSSED: By India's telecom sub- 
scriber base (fixed line and wireless), 
the 200 million mark in the quarter 
ended March 2007, rising to 205 
million from 189.92 million in 
December 2006, up 8.39 per cent. 
The country's tele-density reached 
18.23 per 100 people from the pre- 
vious level of 17.16. 


EMERGED: Mex- 
ican telecom tycoon 
Carlos Slim Helu, as 
the richest man in the 
world, claims a 
Mexican financial 
news website, replacing Microsoft 
boss Bill Gates. A 27 per cent surge in 
the stock price of Slim's wireless com- 
pany, American Movil, in the second 
quarter has taken his net worth to 
more than $67 billion, nearly $8 billion 
more than Gates' estimated fortune. 
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WEALTH MANAGERS 





ERE'S A SURPRISING PIECE OF 
H statistics: Kolkata has the third- 
highest number of crorepatis in the 
country, after Delhi and Mumbai, 
according to a recent survey by 
National Council for Applied Economic 
Research (NCAER). 

According to the survey, Delhi and 
Mumbai continue to be the major 
centres of wealth in India, accounting 
for half of the roughly 20,000 
crorepati households in India. 
Interestingly, Kolkata, which doesn't of- 
ten feature near the top of such lists, 
has more crorepati households than 
Bangalore. The survey says there are 
180 crorepati households for every 
million in Kolkata compared to 113 in 
Bangalore. The survey was conducted 
across 300,000 households across 
the country. 

An interesting sidelight 
of this survey is that top 
wealth managers, like 
American Express, ASK 
and others, who had 
largely written of Kolkata, 
are now moving aggressively to set 
up shop in the city. DSP Merrill Lynch, 
which did so last year, already has 88 
clients with total assets under man- 
agement of Rs 600 crore. The mini- 
mum ticket size: Rs 2.5 crore. Amex is 
expected to set the bar higher—at 
Rs 3 crore, the same as ASK. And if 
Amex, ASK, DSP Merrill Lynch come 
forward, can HSBC, Deutsche Bank 
and Stanchart be far behind? They 
are also lining up crorepati "privilege 
clients" with ticket sizes varying be- 
tween Rs 1 crore and Rs 2 crore. Says 
a senior executive at HSBC: "Apart 
from businessmen, we have several 
professionals like doctors, lawyers, 
chartered accountants, ex-NRIs and 
retired top executives making up the 
numbers in Kolkata. They come for 
hassle-free services like equity han- 
dling and portfolio management." 

RITWIK MUKHERJEE 





This is exactly how our MDC sees 
each company's training needs. 





The Management Development Center (MDC) at Welingkar caters to the 
growing demand of executive education and upgradation at various 
corporates. At Welingkar we believe that no two companies are alike. 
Each has its own management needs and training. Which is why, our 
MDPs are tailored based on each individual company's goals/vision, the 
growth plan of the organization, organizational needs in terms of finding 
talent from within along with employee aspirations/motivational needs/ 
employee retention strategies. 


We base our modules on specialist domain expertise from the company 
itself. We train participants through live projects and then test them 
to see how gaps have been actually covered. Our client list has corporates 
from various industries like hospitality, finance, engineering, automotive, 
ITES etc. This includes Reliance Industries, Raymond Ltd., Syngenta, DHL- 
Lemuir, HLL, Datamatics Technologies, TUV India, Merck Ltd., Indian Oil, 
Mahindra & Mahindra Ltd., Prudential UK & McDonalds to name but a 
few. Get yourself the same advantage. Speak to Prof. V.H lyer, Dean - 
MDC, directly for your needs. Contact: 9821616671 / 24178300, 
Ext: 103. 


S. P Mandals 
1st "A" Grade ISO 9001 - 2000 B - School In India Certified By BVOI 


WELINGKA 


ment & rese 





Welingkar Institute of Management Development and Research, 
L. Napoo Road, Matunga (C. Rly), Mumbai - 400 019. Tel: 24178300. Ext: 105, 107 
Website: www.welingkar.org 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian 
companies in India and abroad. Our partner: global professional services 
firm Ernst & Young. Here are the deals that were struck in June 2007. 


Deal Particulars: Signaling further consolidation in the Indian aviation sector, United 
Breweries (Holding), promoter of Kingfisher Airlines, acquired 26 per cent in Deccan Aviation, 
promoters of Air Deccan, for Rs 550 crore. 


Impact Analysis: The deal further consolidates the aviation sector. The Kingfisher-Deccan 
combine will have a fleet of 71 aircraft, fly to 70 destinations and have a market share of 33 per 
cent. This consolidation is expected to reduce the price war among airlines. Some analysts 
even expect fares to rise over the short to medium term. Consolidation will also lead to more ef- 
ficient utilisation of airport infrastructure, which can now be shared between the two airlines. 


DEALTRACKER 


TARGET ACQUIRER 





INDUSTRY DEAL VALUE STAKE 





(Rs crore) 





ICICI Financial Services Temasek, Govt of Singapore Banking Investment 2650 6% 

Investment Corp, Crown Capital, 

Capital Intl, Legatum Capital 
Globeleq America's power assets D S Constructions & Israel Corpn. Power Acquisition — 2,197 100% 
Srei Infrastructure Finance BNP Paribas Banking Investment — 775 50% 
Polar Air Cargo Worldwide DHL Express Logistics Investment — 607 4976 
Deccan Aviation UB Group : Aviation Investment 550 2676 
Mars Restaurants & Sky Gourmet Catering India Hospitality Corp. Hospitality Acquisition — 446 100% 
ind Barath Infrastructure Citigroup - Power Investment 250 30% 
Malvika Steel Jaiprakash Group ห ท ว Metals Acquisition — 207 10076 
NIIT Orient Global — 4 Technology Investment 196 9% 
J L French Amtek Automobiles — Auto Components Acquisition — 142 100% 
Spice Telecom Lehman Brothers, Spinnaker Telecom Investment 121 Undisclosed 

Investments and others 
Mount Everest Mineral Water Company Tata โอ ส ล อ ž FMCG Investment 115 26% 
Schooeller Litvinov Spentex Industries Textiles Acquisition — 101 100% 
Quimica e Farmaceutica Nikkho Cadila Healthcare Pharmaceuticals Acquisition — 101 10076 
Grandix Pharmaceuticals Strides Arcolab — Pharmaceuticals Acquisition 100 100% 
IL&FS Transportation Networks Goldman Sachs — — Infrastructure Investment 90 976 
NaanDan Irrigation Systems Jain Irrigation Systems — Plastics Acquisition 87 9076 
Wausaukee Composites SintexIndustries = Plastics Acquisition — 83 8176 
Luminous Power Technologies CLSACapitalPattners — — BPO Investment 82 Undisclosed 
ISGN New Enterprise Associates BPO Investment 81 25% 
Dunn Solutions Group, Tilak Auto Tech Cranes Software International ^ ^ Computer Software Acquisition — 70 10075 
Sara Lee Corp (India & Sri Lanka) Godrej Sara Lee FMCG Acquisition 52 100% 
Copal Partners Merrill Lynch KPO Investment 45 Undisclosed 
Elitecore Technologies The Carlyle Group — —— IT Investment 42 Undisclosed 
Amba Research Helion Venture Partners Investment Research Investment 41 Undisclosed 

z 3 Outsourcing 

IL&FS Securities Services Orix Financial Services Investment — 36 5% 


Includes only M&A, private equity and brand sale transactions 


This is not a complete list 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company announcements and other 
secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. Business Today or Ernst & Young do not 
undertake any responsibility in regard to any such decision 
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A host of revolutionary features in Online Investments at www.religareonline.com 


Online Investments would never 
be the same again. Now avail 


interest on your cash margin, even 


e you are waiting to moke your 


next trade or online investment 


through www.religareonline.com 
So ge! ready for a unique and 


enriched experience on this 360 


degree porta! that makes investing online 


simple, convenient and rewarding. Always 


Other features at religareonline.com 
* Trade Rewards on every investment 
* 0% brokerage" 


s Exposure up to 20 times on your margin" 
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f 
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Sign up with us and get 100 Trade 
Reward Points as an exclusive bonus.’ 


To reach us: SMS 'REWARD' to 4644 
or call us toll free on 1800 11 4488 
or dial 011 - 44312345. You can als 
e-mail us at info@religareonline.com 


$6 RELIGARE 


Values that bind 





bt vital signs 


[แระ 1 แร ง World Wealth Report 


s) are on the rise, according to a recent report. 





INDEX India, among other emerging markets, has witnessed the highest growth in its 
Markets kiss new heights. HNWI population. Here's a forecast and how they are splurging. 
BT 50 HNWI Population 2004-2006 (by Region) 
543.89 s seca Rise in Tota 
2004-2006 2005-2006 
388.36 7.596 8.3% 005 2006. i 












@ Africa 12.5% 
July 10, 2006 july 9, 2007 8 @ West Asia 11.9% 
Number of 6 @ Latin America — 10.295 
HNWis ! 
BT Auto Worldwide 1 @ Asia-Pacific 8.6% 
ว Europe 6.4% 
871.87 889.15 0 Q North America 92% 
IE = 2004 2005 2006 
july 10, 2006 july 9, 2007 HNWI Financial Wealth Forecast 2004-2011E (by Region) 
($ trillion) 
Ann - 
2006-2011 
BT BFI 518 12 


899.81 22 Global 6.8% 
499.12 | วั 312 09 @ Aírica 6.1% 
oan 30.7* 0.7 33.4* 0 14 @ West Asia 9.5% 
T = as € Latin Ameca 7.2% 
July 10, 2006 July 9, 2007 P 10.1 


1.0 
; © Asia-Pacific 8.5% 
83 Europe 43% 


@ North America 1% 





BT Pharma 2004 2005 2006 2011 


* |n 2004, HNWI wealth figures were restated as a result of updated data becoming available 
354.91 # Bahrain and Qatar were added to the model from 2005 onward 


281.33 Note: All numbers are rounded off to one decimal point 


2 43 CEE ALL HNWIs' Allocation of Financial Assets 2004-2008F (95) (by Category) 


july 10, 2006 july 9, 2007 


@ Alternative 
BT Telecom ) Investments * 
536 42, @ Real Estate” 
24% 21% 21* 23% 








@ Cash/ Deposits 
310.09 
Fixed Income 
@ Equities 
— M u M . g —T— 2004 2005 2006 2008F 
July 10,2006 เพ น ม * Includes: structured products, hedge funds, foreign currencies, private equity and venture capital 
# Includes: commercial real estate and other investments in properties 
BT FMCG : n 4 
HNWIs' Impulse Investments 2006 (by Region) 
409.43 
361.06 
@ Miscellaneous * 
@ Sports investments” 
july 10, 2006 July 9, 2007 @ Other collectibles * 
20% 15% © Jewellery 
Art collections 
BT Tech 
| @ Luxury collectibles ^ 
340.03 Global North America Europe Asia-Pacific Latin America West Asia 
= 232.99 | * Miscellaneous represents club memberships, travel, apparel, etc 
2 # Sports investments represent sports teams, sailing, race horses, etc 
= + Other collectibles represent coins, wine, antiques, etc 
= ^ Luxury collectibles represent automobiles, boats, jets, etc 
^ lu 10, 2006 July 9, 2007 Source: Capgemini/Lorenz Curve Analysis/Merrill Lynch Financial Advisor Survey, March 2006-07 
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WEB AWARDS 2007 


Category: Jobs 


Judged on the parameters of technology, design, usability and content, 
Monster emerged as the overall winner and has been declared the best jobsite in India. 


ir @ monster.com 
www.monsterindia.com Magic search. Right jobs 


Optional Colour Bezels 


What will bowl you 
over next? 
It's the true colours of 
BRAVIA X Series both 


on the screen and off it. 


And there's one for 
everyone. BRAVIA X 
Series comes with six 

different bezel colours. 
Choose a colour that 
reflects your style 
statement. 





Viewing goes 


Colour 
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Stylish 


With the new Sony BRAVIA X Series 


Style quotient, Colour quotient, Fashion, Trends. These are 
the buzzwords that have become a part of our vocabulary. 
And you can't escape them. They have touched our lives, 

our homes and of course now our televisions. 


And in the times we are living, 
the TV has to be voguish, look 
chic and modern. In fact it has to 
be a trendsetter for the other 
televisions. That's not it. The list 
goes on. It has to have brilliant 
colours, lifelike pictures and 
mind-blowing sound. 


So the question is - does a TV 
like this really exist? Of course 
it does. It's the Sony BRAVIA X 
Series. Just walk in to a Sony 
showroom. Or visit your friend 
who is a proud owner of Sony 


BRAVIA X Series LCD TV. 


Just settle yourself on a couch. 
In a second or two, you'll forget 
your surroundings and will be 
taken in by its sleek, slim and 
smooth body. Switch on a Sony 
BRAVIA X Series LCD TV and 
your eyes will be glued to the 
television. Here's what all you 
will discover: 


The Most Sharp and Vivid 
Images 


Its superb picture quality, which 





Without WCG-CCFL 2nd Generation 


With WCG-CCFL 2nd Generation 





is as real as it can ever be, is the 
first thing you'll notice. And you 
will probaly wonder what makes 
the images so real! The answer 
is simple - the BRAVIA X Series 
with its superior resolution 
and digital surround sound, is 
a visual treat for movie buffs 
and sports fans. Equipped with 

WCG-CCFL 2" Generation 
backlight technology, BRAVIA X 
Series is capable of tri-colour 
enhancement of red, blue and 
green that produces vibrant and 
spectacular colours on the screen. 


Every Single Colour, ๑ 


Every Single Detail 





Without BRAVIA ENGINE Wi BRAVIA ENGINE 


As the images floor you, you 
will wonder if you are actually 
seeing it in real or watching it 
on television. You are bound to be 
confused. For the BRAVIA Engine 
gives an unmatched colour 
quality and an extraordinary 
clarity to the picture. BRAVIA 
Engine refines the source images 
so that the visual seems to be 
truly natural and real. Created 





exclusively for BRAVIA it provides 
a viewing experience that's simply 
incredible! 

Home Theatre-like Sound 


What makes your viewing 
experience truly real? It's the 
sound too. Not just any sound! 


BRAVIA X Series creates 


dramatic, theatre-like sound with 
just two speakers! With Virtual 
5.1 channel surround sound, the 
thrill of watching television 
multiplies. A bell sounds like a 
bell and a blast sounds like a 
real blast. Isn't it how it should 
be? A wonderful combination of 
sound and picture! 


There's another reason why you can't take your eyes off the television. Did you know more the pixels, 
more beautiful is the image? Thats why you seem to be captivated by the images. Full High 
Definition is the highest resolution available till date. It is capable of displaying the complete 2 million 
pixels which is four times the resolution of Standard Definition. This results in smoother images and 
sharper details, which make the picture quality extremely vivid and life-like. With BRAVIA X Series, 
you can be sure that the visual quality cannot get better than this. 


No more distortions 
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Full High Definition (1920 x 1080) 


When you watch the BRAVIA X Series, you get the full, clear picture. And not something that was cut and edited by 
your television. You can watch the widescreen visuals without distortion. Widescreen aspect ratios imitare your field 
of vision. In Standard Definition TV, widescreen images get sliced off at the edges to fit the width of the television. 
This either distorts the images or leaves black bars at the top and bottom of the image. And no one really wants to 
watch a distorted picture. 


But relax. You are watching a Sony BRAVIA X Series. With 16:9 picture ratio, the Full High Definition 
television BRAVIA X Series, is able to project 3096 wider images and hence produces seamless high quality visual in full. 


BRAVIA X Series brings for you the high-octane entertainment. BRAVIA X Series, with Full High Definition, is capable of reproducing images on par 
with its original source, which is unlike the old Standard Definition televisions. 


As you switch off the TV, you get up still captivated by the brilliant new Sony BRAVIA X Series. That's the effect it has on you. So what are you waiting 


for. Get the new Sony BRAVIA X Series. It's in. It's lifelike. It's fashionable and above all it's unmatched. 
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Beyond 15K 





You'll be rich in the long term, but watch out for gremlins now. MAHESH NAYAK 


HE SEVENTH DAY IN THE 

seventh month of 2007 

was labelled Lucky 

Saturday globally, with 

millions opting to tie 
the knot on that day. But as far as 
punters were concerned, Lucky 
Saturday was actually a Friday. For, 
it was in the afternoon of the sixth 
day of July that the Bombay Stock 
Exchange's (BSE’s) benchmark 
barometer, the Sensex, hit 15,000 
for the first time ever in its 133- 
year history. 

It was time to celebrate all right, 
but traders are realising that as the 
Sensex keeps headed northward, 
it’s taking its time to scale new 
heights. Consider: For the Sensex to 
surge from 13,000 to 14,000 took 
just 36 days. The move from 14K to 
15k, however, took all of 215 days. 
There were a few other dampeners, 
too. For instance, of the 30 shares 
that make up the Sensex, only 12 
outperformed the benchmark, with 
the other 18 underperforming on 
the ride from 14K to 15K. Amongst 
those to disappoint were Bajaj Auto 
(down 23 per cent), Tata Motors 
(down 19 per cent), rrc (down 18 
per cent), Hindustan Unilever (down 
16 per cent) and Cipla (down 16 
per cent). On the other hand, Larsen 
& Toubro was the biggest gainer 
among index stocks, sky-rocketing by 
64 per cent. Other stocks that con- 
tributed to the Sensex hitting 15K 
include Bharti Airtel (up 36 per cent), 
Reliance Industries (up 34 per cent), 
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SENSEX AND SUSTAINABILITY 


Valuations don t look stretched on trailing earnings 


© Index Closing Will index PE 





Note: On December 5, 2006 the Sensex had touched 14K, while on July 6, 2007 it touched 15K. 


P-Es are based on 2006-07 earnings 


Tata Steel (up 33 per cent) and ICICI 
Bank (up 27 per cent). 

Says Rajat Rajgarhia, Head of 
Institutional (Research), Motilal 
Oswal: “Unlike when the index hit 
14k, this time the mood in the deal- 
ing room was not jubilant because of 
the fewer number of stocks that par- 
ticipated in the rise.” “It’s no more a 
buyers’ market,” adds Rajesh 
Boghani, a dealer at Parag Parikh 
Financial Advisors. “The market has 
become completely stock-specific. 
Companies who beat street expec- 
tations will see their stocks zooming.” 


Source: CMIE 


But if the mood is still buoy- 
ant on the Street, it’s simply be- 
cause of the money waiting to enter 
Indian equity, even at these levels. 
“It’s simply liquidity. The flow of 
currency into the market from all 
corners has led to the rally,” says 
Ketan Karani, Vice President 
(Research), Kotak Securities. “There 
is no euphoria and the rise is on 
pure fundamentals. With order 
book of corporate India full till 
2010-11, riis are buying Indian pa- 
per, which compared to most of 
the other emerging markets is still 
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lucrative.” The infusion of capital B 
from Fils is also because of the 
strong rupee. And there's anticipa- 
tion that further weakness in dollar 
will give them an extra edge to 
make some currency gains. 

Says Boghani: *The recent rally 
was on two counts. One is on 
anticipation of the rr results. Despite 
the rupee appreciation, the Street 
expects the IT results to beat expec- 
tations. Second, Fil flows are still 
strong." Since 14K (on December 5, 
2006) to 15K (on July 6, 2007), the 
Fils have infused over $6 billion 
(Rs 25,917.40 crore). This is nearly 
three-fourths (72 per cent, or $8.4 
billion) of the money pumped in 
by Fils between January 1 and 
December 4, 2006. 

Some cooling off on the inflation 
and interest rate front, too, has pro- 
vided investors a shot in the arm. 
Price/earnings multiples (P-Es) too 
still look attractive, at 21.6 times 
(trailing) earnings with the Sensex at 
15k. In contrast, the Sensex P-E 
stood at 23 times at 14K levels. 

Yet, the worry is that a dip in 
earnings, courtesy a base effect and 
a rapid rupee appreciation may soon 
make Indian stocks look expensive. 
According to Motilal Oswal 
Securities, the Sensex for 2007-08 
should record an 18 per cent growth 
in net profit and a 17 per cent 
growth in 2008-09. (That's down 
from a 31 per cent growth in earn- 
ings in 2006-07). That's why the 
likes of Rajgarhia are a bit cau- 
tious about the nearer term future. 
“In the next nine months, we 
expect the Sensex to hover in the 
range of 14K to 17K," he says. Over 
the longer term though, almost 
everybody is bullish. *I don't see a 
problem in the Indian markets. It's 
liquidity-driven and some correc- 
tion will not hamper the market," 
says Karani. Adds Rajgarhia: “If 
earnings growth is sustained, we 
may see the index touching 23K 
before 2010." Nobody's scoffing, 
not anymore. 
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Working up 
a Lather 


Wipro Consumer is now India's 
third-largest FMCG company. 
ZIM H. PREMJI, CHAIRMAN, WIPRO, 
has always bristled at sugges- 
tions that his non-IT portfolio, which 
ranges from bulbs and electrical 
switches to soaps, furniture and 
honey, is ever likely to be either 
spun off or even sold. Given that till 
recently it was the IT chunk of the 
pie that brought in nearly 80 per 
cent of Wipro’s $3.5 billion rev- 


enues and 90 per cent of Wipro's 
profits, several outsiders have felt 
that the non-IT business has been a 
drag on the company. Premji on 
each occasion has pointed out that 
by all financial metrics, including 
profitability and return on capital 
employed, Wipro Consumer Care & 
Lighting has done remarkably well 
compared to peers in the Indian in- 
dustry. So, those familiar with 
Premji’s thinking were not surprised 
that Wipro coughed up $246 mil- 
lion (Rs 1,010.2 crore) to acquire 
Unza Holdings, a Singapore-based 
personal care company with opera- 
tions in 40 countries. In fact, after 


No Pie in the Sky 


Kochi to Singapore at Rs 1,600? That's without the taxes. 


| x petens INTO SOUTHEAST ASIA 15 
getting cheaper than domestic 
air travel. Recently the Bangkok- 
based Nok Airways announced a 
Bangalore-Bangkok round-flight 
for Rs 10,000 (inclusive of taxes). 
Now it's the turn of another low- 
cost carrier, this time from 
Singapore, to announce mouth- 
watering fares. Singapore-head- 
quartered Tiger Airways is flag- 
ging off three flights a week from 
Kochi to Singapore, and four flights 
a week from Chennai to Singapore. 
A Kochi-Singapore round trip will 
set you back by a little over Rs 
10,000, inclusive of taxes. Strip 
off the taxes, and a one-way trip 
works out to just Rs 1,600. 

This makes the fares cheaper 
than Air India Express by at least 
Rs 5,000 and cheaper than 
Singapore Airlines by Rs 42,000. 
Though the latter could come 
down on its pricing, travel agents 
have not received any intimation 
of slashed fares in India. 

Tiger Airways is a joint ven- 
ture between Singapore Airlines, 
Indigo Partners, Ryanair (another 
low-cost airline) and Temasek. 





| OV , rb. 
Tiger Airways' Davis: Fare show 
Says Tony Davis CEO Tiger 
Airways: *We will be low-cost 
through aggressive cost control 
and by outsourcing non-core ac- 
tivities such as maintenance." Tiger 
Airways has received permission 
to fly six cities in India from 
Singapore—these include Goa, 
Kozhikode and Kolkata. The no- 
frills player also believes in using a 
single aircraft type, the A320, and 
is buying 50 more of these. 
Meantime, Malaysia-based low- 
cost player, hee AX Asia, is trying to 
enter India with aggressive fares. A 
Chennai-Kuala Lumpur round trip 
is expected to cost Rs 4,500 
(excluding taxes), which would 
make Air Asia the lowest-cost 
airline on this route, by far. 
NITYA VARADARAJAN 
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Azim Premji: Focus on FMCG 


the acquisition of Spectramind in 
2002 (now Wipro BPO) for $95.5 
million (worth Rs 448.5 crore then), 
this is the second-largest acquisi- 
tion made by the company. What is 
more, add Unza's revenues of Rs 
683 crore to Wipro Consumer's Rs 
818 crore, and Premji suddenly 
finds himself at the helm of India's 
third-largest Indian fast-moving con- 
sumer goods (FMCG) company, after 
Nirma and Dabur (without Unza, 
Wipro Consumer would be at #6). 
Vineet Agrawal, President, Wipro 
Consumer Care and Lighting, says: 
"This acquisition will double our 
addressable market size. Unza has 
a large portfolio of strong brands 
catering to Asian consumers. We 
will examine which brands are rele- 
vant to India." Agrawal adds that 
Unza will be managed by the existing 
team, and changes will be minimal. 
VENKATESHA BABU 





Exit Danone, 
Enter Kraft? 


Danone may find a taker for its 
stake in Britannia. 


F NUSLI WADIA WAS LOOKING FOR A 

new partner for Britannia 
Industries, he didn't have to wait 
too long—and didn't have to do 
too much. His current joint ven- 
ture ally, Groupe Danone of France, 
is in dialogue with Kraft Foods of 
the us to sell its biscuits and cereal 
products portfolio that includes 


brands like LU, Cracotte and Petit 
Dejéuner. This will be for the sale of 
Danone's biscuits and cereal prod- 
ucts business across the world except 
India and in Latin America. 

So, what happens to Danone's 
stake in Britannia? The French foods 
giant and the Wadia group each 
own a 25.1 per cent stake in 
Britannia. It was just a couple of 
weeks ago when Danone indicated 
that it was willing to exit this ven- 
ture. Both the partners have had 
an uneasy relationship for a while 
now and Groupe Danone's 
Secretary General, Philippe-Loic 
Jacob, told the media recently that 
he expected the negotiations with 
the Wadias to end in July. A Wadia 
group spokesperson says discussions 
are currently ongoing and should 
“come to fruition by early 
September.” 

Globally, Danone’s biscuits and 
cereal products business registered 
sales of €2 billion against the com- 
pany’s total revenues of over €14 
billion. At an offer price of €5.3 
billion, Kraft will be paying a large 
premium for Danone's biscuits and 
cereal products business. In a press 
statement, Danone has said that this 
business has a leadership position 
in more than 20 countries. “In 2006, 
sales volume reached 6,60,000 
tonnes," it added. 

If Kraft doesn't buy out Danone's 
stake in Britannia, the French cor- 
poration may decide to sell it to the 
Wadias. So, what will be the value of 
that holding? At Britannia’s current 
market capitalisation of around 
Rs 4,100 crore, Danone's 25.1 per 
cent holding is worth over Rs 1,000 
crore. Even if Danone decides to 
exit at a discount, the Wadias will 
still end up shelling out a signifi- 
cant amount. There has also been 
talk of Danone acquiring the Wadias' 
stake, although the Wadia group 
spoksesperson says the group "has 
no intention of putting its stake in 
Britannia up for sale." 

KRISHNA GOPALAN 


On the 
Right Track 


Players running container trains 
are crunching delivery times. 


AST MONTH, WHEN A PROMINENT 
| ซิ กา ห ร ม up north imported its 
stock of newsprint it did not rush to 
take delivery of the consignment at 
Jawaharlal Nehru Port Trust at 
Nhava Sheva in Mumbai—the entry 
point for a majority of imports to 
India. It simply asked its shipping 
line to move the consignment to 
Loni in Uttar Pradesh, just on the 
outskirts of Delhi. The delivery time 
from Nhava Sheva to Loni? An un- 
believable “less than 24 hours.” The 
normal time for this delivery can 
range from anywhere between three 
and 10 days, depending on the level 
of congestion at the port. 

The reason for the swift delivery: 
The train carrying the consignment 
was running exclusively for this pub- 
lisher. “It was a full train-load that 
needed to be transported. So it was 
easy to provide a customised solu- 
tion,” says Amitabha Chaudhari, 
Managing Director, India 
Infrastructure & Logistics (1L), which 
delivered the consignment. 

Functioning under the API 
IndiaLinx brand name, IIL is a joint 
venture between Hindustan 
Infrastructure Projects & Engineering 
and Singapore-based Neptune Orient 
Lines, which runs APL, the liner serv- 
ice that brought the newspaper con- 
signment to India. The company be- 
gan operations earlier this June. “We 
aim to coordinate the train and our 
shipping schedules in such a way 
that the rail transport services be- 
come an extension of our liner serv- 
ices,” says Chaudhari. Currently, the 
company is running a train a week 
and expects to scale it up to three 
trains a week starting August. 

APL IndiaLinx is one of the 14 li- 
cencees who received approvals to 
run container trains last year. Others 
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included the likes of Boxtrans— 
part of the jM Baxi Group—and 
Hind Terminals. Some of them have 
started limited operations, and oth- 
ers are expected to do so shortly. 
However, Container Corporation of 
India (CONCOR) still dominates with 
over 130 rakes (trains) as compared 
to the less than 15 owned by private 
operators. "Till the time private 
operators are able to set up their 
own terminals, there is not going to 
be any serious competition in the 
sector," says A.K. Kohli, former 
CONCOR head and now CEO of 
Adani Logistics, which is expected 


Shifting Gear 


to launch its services soon. 
Unsurprisingly, there is a flurry 
of investment in inland container 
depots (ICD) by the private operators. 
Adani is investing in two terminals in 
Delhi and another one in Ludhiana. 
APL IndiaLinx is planning a terminal 
at Panipat with an initial investment 
of $65 million. Meanwhile, private 
players are competing on what they 
know best—price. The results are 
apparent. According to industry of- 
ficials, the discounts at Loni swing 
up to 20 per cent. Three cheers for 
privatisation. 
SHALINI S. DAGAR 


Ashok Leyland is taking the JV route into “sunrise” areas. 


ALL IT THE NOKIA SPIN-OFF. 

Some 27 months after the 
Scandinavian handsets major made 
its entry into Chennai, another 
Finnish firm has descended on 
the southern capital. Alteams, a 
$1.4 billion maker of cast light 
metal components for telecom 
players and, in a smaller way, for 
the automotive and electronic in- 
dustries, has struck a joint ven- 
ture with the Chennai-headquar- 
tered Ashok Leyland. 

But why has a manufacturer 
of commercial vehicles got into 
such a Jv? Mainly to get an entry 
into the telecom segment through 
castings, says R. Seshasayee, 
Managing Director, Ashok 
Leyland. “We see that automotive 
and telecom are fast-growing areas 
and we would like to be involved 
in both through casting compo- 
nent supplies,” he says. High pres- 
sure die castings (HDPC) are be- 
coming increasingly popular with 
auto manufacturers in the country 
and Seshasayee foresees that in 
3-4 years, at least 50 per cent of 
castings usage would be in HDPC. 

The 50:50 jv will have a total 
investment of Rs 335 crore, 
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Leyland's Seshasayee: New deal 


Rs 175 crore of which will be 
pumped in by 2008, in the first 
phase. The Ashok Leyland-Alteams 
venture is expected to have a 
turnover of Rs 650 crore in 5-6 
years and employ 1,000 people 
directly and indirectly. 
Strangely, Ashok Leyland's 
own subsidiary Ennore Foundries, 
which is making gray iron cast- 
ings, is not involved in the venture. 
“Ennore Foundries is i 
a doubling of capacity and has 
got its hands full,” says Seshasayee, 
who has his sights trained on 
“newer, sunrise technologies. 
“Before the year closes, there 
would be more such (jv) an- 
nouncements," he promises. 
NITYA VARADARAJAN 


The Value 
Hunters 


India's mega-corps are 
becoming PE players. 

T ISN'T JUST THE GLOBAL PRIVATE 
I; (PE) majors like Warburg 
and Blackstone who've taken a 
fancy to Indian companies. Some of 
India's biggest corporations them- 
selves are setting up PE funds of 
their own to invest in small and 
medium enterprises. The likes of 
Dabur, the Hero group, Ranbaxy, 
Future Group and the Dalmia 
group, among others, are spotting 
investment opportunities in sectors 
like retail, finance and media. 

PE broadly refers to investments 
in unlisted companies. Of late, PE 
firms have invested even in listed 
companies with the buyout taking 
place through a negotiated process. 
Such investors subsequently cash out 
through a direct sale to an acquirer 
or through sale of equity through 
the stock market via a listing. 

So, what is driving big corpo- 
rate houses to PE funding? 
Explains Gaurav Dalmia, Joint 
President, Orissa Cement, a part 
of the diversified Dalmia group: 
“Many of the small companies 


Orissa Cement's Dalmia: New play 
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are growing fast and run by able 
entrepreneurs. For us it's an op- 
portunity to make money in the 
medium to long term." Dalmia 
has co-sponsored two private eq- 
uity funds, India Value Fund 
(with a corpus of $800 million) 
and Evolvence India Fund (cor- 
pus: $250 million). He has also 
made substantial investments in 
his personal capacity or through 
investment companies. These in- 
clude significant minority stakes 
in GVK Power, Feedback Ventures 
(infrastructure consulting), 
Indiabulls (financial services) and 
Parag Parikh Financial Advisory 
(stock broking). 

Dalmia isn't the only promoter 
who's turned investor. The 
Burmans of Dabur are sponsoring 
an India-focussed private equity 
fund, Promethean India. Kishore 
Biyani's Future Group has 
launched a $425 million Mauritius- 
based fund Indivision India 
Partners, which will focus on con- 
sumption and consumption-related 
sectors like FMCG, media, enter- 
tainment and healthcare. It already 
holds investments in companies 
such as Capital Foods, VLCC 
Healthcare, Lilliput Kidswear and 
Global Hospitals. The Munjals of 
the Hero Group are also invest- 
ing along with group companies 
in various sectors that range from 
auto components to retail and fi- 
nancial services. 

Most of these investors are ac- 
tive. Besides infusing capital, they 
provide support, guidance and 
strategic inputs to the manage- 
ments of companies. Says Kishore 
Biyani, CEO, Future Group: *We 
have a full mentoring team. We 
advise and guide the management 
based on our understanding of the 
market." Adds Dalmia: *We are 
an active investor. We ask the 
management questions and come 
up with ideas to run the business 
professionally." 

RISHI JOSHI 
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SBI forms a holding company 
for non-banking activities. 





SBI's Bhatt: Value game 


T'S TIME TO UNLOCK VALUE—IN 
I. tried and tested way. The 
largest bank in the country, the 
State Bank of India (SBI), is forming 
a holding company for two of its 
non-banking subsidiaries, SBI Life 
Insurance and spi Asset Management 
Company. The idea of a separate 
holding entity is to free up the 
bank's capital for core lending and 
to also provide a focussed approach 
to the fast growing financial services 
businesses. SBI has taken a cue from 
the holding structure of the coun- 
try’s second-largest bank—sBi it- 
self is the largest—1Cict Bank, which 
recently created ICICI Financial 
Services, which comprises the life & 
non-life insurance activities as well 
as the asset management business. 
ICICI Financial Services is valued at 
Rs 44,600 crore. Analysts have 
pegged the value of SBi's new entity 
at between Rs 25,000 crore and 
Rs 30,000 crore. 

The life insurance business is all 
set to trigger a hiving off spree in the 
insurance industry because of its 
capital-intensive nature and also the 
mind-boggling valuations prevail- 
ing in this six-year-young sector. 
Like icici Bank's non-banking sub- 
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sidiaries, SBI’s two ventures have 
also been performers in the mar- 
ket. In a short span of five years, SBI 
Life emerged as the only private 
sector company to come out of the 
red in 2005-06. The fifth-largest SBI 
Life, in a partnership with French gi- 
ant Cardiff, garnered a gross pre- 
mium of Rs 1,075 crore in 2005-06. 

SBI Asset Management 
Company, too, is raking in the 
moolah with assets under manage- 
ment of over Rs 20,000 crore. The 
AMC is already the sixth-largest 
player in the Rs 4 lakh crore mutual 
fund industry comprising close to 
three dozen players. 

The holding company can now 
raise resources independently eit- 
her through stake sale to a strate- 
gic partner or through an Ipo, 
which was not permitted for 
standalone insurance ventures due 
to FDI restrictions. The holding 
structure to approach the primary 
market will come as a big relief to 
insurance subsidiaries like SBI Life 
and ICICI Prudential Life, both of 
which are growing at over 100 
per cent in terms of gross pre- 
mium income. “We would ini- 
tially divest around 10 per cent 
to few strategic investors mainly to 
do the price discovery," O.P. 
Bhatt, Chairman, SBI, said at a rec- 
ent press conference. 

In the past, ICICI Prudential Life 
has made over a dozen capital 
infusions, taking its capital base to 
around Rs 2,000 crore. Similarly, 
SBI Life has infused Rs 75 crore as 
capital this year to take its total 
capital to Rs 500 crore. 

Current FDi restrictions limit the 
foreign partner's equity contribution 
in an insurance venture to 26 
per cent. ICICI Bank's model of hiv- 
ing off the non-banking subsidiaries 
to free up capital and make them fi- 
nancially independent is fast catch- 
ing on. And who knows, the other 
biggies like Bajaj, HDFC and Birla 
may also follow suit shortly. 

ANAND ADHIKARI 
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Taking Off: Second Airports 


Several Indian cities will have a second airport by 2010. 





Airport rush: Numbers game 


NOME 2010, THE INDIAN AVIATION 
industry will receive the *in- 
frastructure boost' that it has been 
asking for. According to the Centre 
for Asia Pacific Aviation (CAPA), 
India, by 2010, is expected to have 
world class infrastructure not only 
in the six major metro cities but 
also in most of the 35 non-metro- 
politan cities. Several cities are in 
the process of constructing a sec- 
ond airport in addition to the one 
they already have. These include 
second airports in Mumbai, Delhi, 
Chennai, Ahmedabad, Kolkota, 
Goa, Bangalore and Hyderabad. 
But will all these mushrooming 
new airports be commercially vi- 
able? *Today, the focus is around 
11-15 airports. These airports are 
fully saturated. It is just a ques- 
tion of new markets developing. 





The Buffett 
Disciple 


Mohnish Pabrai invests and 
gives away like Warren Buffett. 
VER THE LAST EIGHT YEARS, US- 
based value investor Mohnish 
Pabrai has hit the bull's eye several 
times. But his best ‘bingo’ moment 
came on June 29 when the 43-year- 
old Managing Partner of Pabrai 
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Besides, new airports will see new 
revenue streams from shopping 
malls etc," says Jeh Wadia, MD, 
GoAir. In addition, the new air- 
ports are expected to decongest 
the jam-packed international ter- 


minals at metro cities. 


CAPA figures reveal that Indian 
airports handled 25.8 million in- 
ternational passengers in the year 
ended March 2007. Mumbai han- 
dled most passengers (7.3 passen- 
gers) registering a growth of 9.2 
per cent. Delhi was a close sec- 
ond with 6.7 million passengers, 
growing at 15.4 per cent. Chennai 
handled another 2.9 million pas- 
sengers. What's more interesting is 
the growth rate of international 
passengers in smaller metros and 
non-metro towns. Bangalore 
breached the million passenger 
mark for the first time ever, clock- 
ing a growth rate of 46.2 per cent 
in traffic in 2006-07. Smaller cities 
like Trivandrum (18.2 per cent), 
Calicut (17.1 per cent) and 
Amritsar (19.3 per cent) registered 
strong rates of growth in global 
traffic. With international carri- 
ers like Tiger Airways set to launch 
flights from Singapore to Chennai 
and Kochi, it is likely that traffic in 
these centres will spike up. 

T.V. MAHALINGAM 


Investment Funds won the bid to 
dine with legendary investor, 
Warren Buffett. It was the fifth time 
that Pabrai, a resident of Irvine, 
California, had bid to break bread 
with Buffett. What did the trick 
this time around was his whopping 
bid: $650,100, or Rs 2.66 crore, 
all of which will go to charity. So, 
sometime later this year or early 
next, Pabrai (besides his wife, Hiran, 
two daughters, and fund manager 
friend Guy Spier, who chipped in 





for the winning bid, and his wife) 
will meet up with the Oracle of 
Omaha at a New York steakhouse 
called Smith & Wollensky for what 
could be a three-hour lunch. 
What's the first question that 
Pabrai, who studied computer sci- 
ence at Clemson University, South 
Carolina, and not an IIT because “1 
am not that smart", will ask his 
guru? "I will express my gratitude 
for all the learning I have received 
thanks to him, and how he has been 
my inspiration for not just how | in- 
vest, but live," he says. With $600 
million under management, Pabrai, 
who launched the fund as a hobby 
but turned pro in 1999 with less 
than $1 million, isn't as rich or aus- 
tere as Buffett (our man drives a 


a 


Mohnish and family: Pay back time 


BMW 6 series, and Buffett, a Cadillac 
DTS), but he does intend to give 
back like his idol. Pabrai and his 
wife Hiran have set up the 
Dakshana Foundation with the aim 
of making “social investment” along 
the lines of Muhammad Yunus’ 
Grameen Bank, except that it won't 
have a “tight contract". 

Here's the plan: Through 
Dakshana, Pabrai and his wife in- 
tend to give away 2 per cent of 
their net worth (he is the single- 
largest investor in Pabrai Funds, 
which has returned 29 per cent a 
year since inception) every year. But 
instead of just giving the money 
away, they are looking for the most 
bang for their buck. Ergo, they offer 
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scholarships to poor but bright stu- 
dents who want to get into IIT. 
Here's where the value investor in 
Pabrai comes in. He will not fund 
just any student, but the most needy 
and deserving. Like Patna-based 
Anand Kumar's Super 30 Group 
that provides free coaching and ac- 
commodation to IIT aspirants from 
poor families, Pabrai’s Dakshana 
will get students from Bihar villages, 
screen them through an ‘entrance 
test and move them to Kota for 
one- or two-year IIT joint entrance 
exam (JEE) training at private coach- 
ing institutes. Pabrai is open to 
spending up to $2 million a year 
on this, with each student training 
costing Rs 30,000 per child per year. 
Currently, Dakshana, which has 
just moved into a 1,600 sq. ft office 
in Kota and is managed by Ramesh 
Bathija, a 61-year-old former prep 
tutor and an irr Madras alumnus, 
has six scholars, including a girl, 
Sarita Kumar, who is the first girl 
from her village in Bihar to try for 
ur. To qualify for scholarship, a 
student must come from a family 
with less than Rs 7,000 in monthly 
income, have scored above 75 per 
cent in maths and science, and pass 
the foundation's written test. 
Dakshana ts trying to tie up with the 
state-run Navodaya Vidyalaya, 
which has a school in almost every 
district, to find potential scholars. 
“Next year, we hope to screen 
25,000 students,” says Bathija. 
Pabrai, who has authored a 
book, Dhandho Investor, on the 
business philosophy of America’s 
motel czars, the Patel clan, is making 
a simple calculation. His irr scholars 
will earn millions of dollars over 
their lifetime, and perhaps some of 
them will want to give back to 
Dakshana—“although they are free 
not to donate to Dakshana at all,” 
says Pabrai. Tragically, Pabrai's phi- 
lanthropy faces only one problem: 
Finding enough kids who are both 
brilliant and poor. 
R. SRIDHARAN 
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Statistical 
Comfort? 


Magically, the HIV infected 
population in India halves. 


AST FORTNIGHT, WHEN NEW DATA 
[elaine to the prevalence of 
AIDS/HIV disease in India was re- 
leased, the infected population went 
down from earlier estimates of 5.2- 
5.6 million to 2-3.1 million peo- 
ple. Those associated with the epi- 
demic had long suspected that the 
Indian numbers could be below 
those projected. The new estimates 
made official this view. But here's the 
thing: the decline is not in the ab- 
solute numbers of those infected. It 
is just that the estimates of the peo- 
ple who might be infected are down. 

So what is it: clever semantics or 
more? Well, it is just that the mode 
of estimation changed this time 
around. Earlier, NACO, the nodal 
organisation for formulation of pol- 
icy and implementation of pro- 
grammes for prevention and control 
Of HIV/AIDS in India, arrived at esti- 
mates through a random sampling 
of cases from around 703 sentinel 
surveillance sites that have been set 
up in areas that show high preva- 
lence. Each site contributed 400 
samples. The drug samples were 
collected, tested and verified. This 


database was then extrapolated tO 
the denominator of a billion people 
to get the figure of 5.2 million peo- 
ple and 0.91 per cent prevalence. 
Prevalence, defined as the number of 
current cases per population at risk, 
has dropped to 0.36 with the new 
estimates. This time around, apart 
from the scale-up in the sentinel 
surveillance sites to 1,122, NACO 
has used additional inputs from the 
National Family Health Survey, 
which is a countrywide community- 
based household survey. 

How reliable are these numbers? 
Very reliable, says K. Sujatha Rao, 
additional secretary and director 
general of NACO. Besides Indian ex- 
perts, the numbers have been vetted 
by eight leading experts round the 
world, including UNAIDS, WHO, CDC, 
Imperial College of London, among 
others. However, as Rao points out, 
“Estimates are estimates and will 
keep changing as we get better data 
and insights into the epidemic." Do 
the new numbers change India's re- 
sponse to the epidemic? Rao is clear 
it does not. "There will be no 
change because the mainstay of our 
strategy is prevention and prevention 
efforts do not change with scale." 

As says Ashok Alexander, who 
heads Avahan, the India anti-AIDS 
initiative of the Bill and Melinda 
Gates Foundation, the real point is 
not to get caught up in the single 


AIDS Count: New numbers, but no consolation yet 
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number estimation game but to 
look at the underlying trends in 
the epidemic. *About one in 6 dis- 
tricts in India is high prevalence. 
These levels are still high and not 
coming down fast enough yet," he 
adds. And that's the point. 
SHALINI S. DAGAR 
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A Castle in 
the Air 


That’s literally what Lanco 
is planning in Hyderabad. 


AGADAPATI MADHUSUDAN RAO 
| Beine like to think small. 
Seven months ago, the Chairman of 
Hyderabad-based Lanco Group 
stunned larger power sector rivals 
by bagging the ultra-mega (4,000- 
MW) power project in Sasan, 
Madhya Pradesh, thanks to an ultra- 
low price bid (Rs 1.196 compared 
to Reliance Energy’s Rs 1.29 per 
unit). But subsequently, when the 
parent of Lanco’s Singapore partner, 
Globeleq, which was part of the 
bid, decided to exit power genera- 
tion business, the government de- 
cided to review Lanco's bid. When 
BT went to press, a group of min- 
isters was to meet on July 24 to 
take a decision. *We are confident 


Lanco's Rao: Realty rise 
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(of continuing with the project) 
Rao told BT. 

Of confidence, Rao has in 
plenty. Consider his next project: 
He wants to build the world's tallest 
residential complex, all of 112 
floors, in Hyderabad. Like Sasan, 
the project awaits governmental 
clearances, including one from the 
Ministry of Civil Aviation. 
"Hopefully, we should get the clear- 
ances in a month from now and 
the work could begin to get the 
building ready in four years," says 
Rao. This residential venture, which 
hasn't been named yet but “will 


have a historical name", is to be 
part of the Rs 5,500-crore, 108- 
acre integrated techno-township 
that Lanco plans to set up near 
Hyderabad. Atkins of the UK, the 
same engineering consulting firm 
that built Dubai’s landmark Burj 
Al Arab hotel, will design the com- 
plex. As for the project funding, 
“this is going to be mostly self- 
funded and we may only need Rs 
1,200 crore by way of equity”. This 
is Lanco’s first foray into realty. 
So far, Hyderabad has no build- 
ing taller than 20-storeys, though a 
few projects in the region of 30 


A House for Mr Ambani 


Ambani’s 27-storey partly-built condo is under threat. 


E HAS BEEN THE MOST TALKED 
about residential property in 


India for sometime now. Housed 
in Mumbar's upmarket Altamount 


Road, Mukesh Ambani's 27-floor 


residence, currently under con- 
struction, is in a bit of a bother. 
Antilia, as it will be called, is a 
4,532 square metre piece of land, 
which was bought by a company 
called Antilia Commercial, owned 
by Ambani, in 2002 for around 
Rs 20 crore. 

It now transpires that the land 
belongs to the Wakf Board and 
questions are being raised over 
the deal. The Maharashtra gov- 
ernment has termed the transac- 
tion as "illegal" and has issued a 
show cause notice to the 
Chairperson of the Maharashtra 
State Board for the Wakfs. The 


alleged irregularities in the sale of 


the land, as alleged by the gov- 
ernment, is something that the 
Wakf Board will have to clarify 
on. The original owner of the 
property is said to be the 
Currimbhoy Ebrahim Khoja 
Orphanage. As things stand, the 
Wakf Board has now issued a no- 
tice to Antilia Commercial asking 





Mukesh Ambani: Housing woes? 


why the property should not be re- 
stored to the Wakf Board as it 
was acquired in contravention of 
the Wakf rules. 

The Ambani house, as envis- 
aged, will be among the most ex- 
travagant residential projects in 
the country. Apart from a mam- 
moth outlay of Rs 400 crore, the 
house is expected to have a six- 
floor parking, a health club, ล 
swimming pool, an entertainment 
centre and helipads. When con- 
tacted by BT, the Reliance 
Industries spokesperson declined to 
comment. For now, it appears to 
be a bit of a battle for Ambani and 
it will be interesting to see what be- 
comes of his dream project. 

KRISHNA GOPALAN 
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To reach out to decision makers in leading organisations to 


help them appreciate the challenges and opportunities in 
sustainable development and inspire them to seek the 
transformation within their organisations and beyond. This 
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The programme is primarily designed for Indian business 
leaders. It is aimed at the key decision makers in small, 
medium and large scale companies cutting across all sectors 
of Indian Industry. 


To participate and for further enquiries; please contact: 

Aditi Haldar / Samta Kapur 
CIRITC Centre of Excellence for Sustainable Development 
2nd Floor, Thapar House, 124, Janpath 
New Delhi - 110 001 
Tel.: 91 11 41502307 / 2175 (D) 4150 2301 - 02 
Fax: 91 11 4150 1924 / 25 
Email: aditi.haldar@ciionline.org / 

samta.kapur@ciionline.org 

Online Registration: www.sustainabledevelopment.in 
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Lead Faculty 


Stuart L Hart is one of the world's leading authorities on the 
implications of sustainable development and environmentalism 
for business strategy and has published over 50 papers and 
authored the seminal article "Beyond Greening: Strategies for a 
Sustainable World," which won the McKinsey Award for Best 
Article in Harvard Business Review. 


John Elkington, is Founder & Chief Entrepreneur of 
SustainAbility, an award-winning strategic management 
consultancy that advises clients on the risks and opportunities of 
corporate responsibility and sustainable development. He has 
been described as "a dean of the corporate-responsibility 
movement for three decades" by Business Week 2004. 

Y C Deveshwar, Past President, Cll and Chairman, ITC Limited 

P Rambabu, Head-Global Carbon Strategy, CO,E 


Bharti Gupta Ramola, Executive Director - Financial Advisory 
Service, PricewaterhouseCoopers Pvt. Ltd., India 


P D Jose, Corporate Strategy & Policy Area, Indian Institute of 
Management Bangalore 


Suresh Prabhu, Member of Parliament, Lok Sabha 
Prodipto Ghosh, Former Secretary, MoEF 
Subodh K Bhargava, Past President Cll and Chairman, VSNL Ltd. 


Programme Fee 


Course Fee is Rs. 75,000 per participant and is inclusive of room 
plus breakfast (on single occupancy), official lunches and 
dinners. 
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floors each are being proposed. 
What's got the super-sized residen- 
tial projects to come crawling out of 
drawing boards is the city’s deci- 
sion last March to do away with 
the concept of floor space index. 
Getting people to live in a 112- 
storey complex may be a stiff chal- 
lenge, but Rao is unfazed. Besides, he 
is in good company. Anil Ambani's 
Reliance Energy, Lanco's rival for 
the Sasan project, has just bagged a 
project to build a 100-storey trade 
tower in a business district it plans to 
set up near Hyderabad. Talk about 
competitive spirit. 

E. KUMAR SHARMA 
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His Own 
Broadcaster 


Cornered, Neo Sports decides 
to go solo. 


FTER THE TERMINATION OF THE 

Rs 1,000-crore distribution deal 
with STAR India, Nimbus Commu- 
nications' Neo Sports Broadcast, 
which holds telecast rights of cricket 
matches featuring India till 2010, 
has finally decided to set up an in- 
dependent distribution initiative 
with a new bouquet for cable and 
other Tv platforms. To begin with, 
it will start with distributing its own 
channels Neo Sports and Neo 
Sports Plus. Prior to this move, Neo 
Broadcast, which paid a whopping 
$612 million (approximately Rs 
2,700 crore) to buy the cricket 
rights, was in talks with Sony 
Entertainment Television (SET), 
India's distribution network One 
Alliance. *The independent distri- 
bution route allows us a rapid ramp 
up, better long-term control and 
superior monetising," says Shashi 
Kalathil, CEO, Neo Sports. The bou- 
quet of Neo Sports and Neo Sports 
Plus is currently priced at Rs 37.2. 

Neo Sports Broadcast's efforts to 
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Neo Sports' Kalathil (in the middle) with Aravinda de Silva and Krish Srikkanth 


reach a distribution deal failed after 
the government issued an ordinance 
making it mandatory for the private 
broadcaster to share feed with pub- 
lic broadcaster Doordarshan. 
However, Kalathil says that their 
decision to terminate the STAR dis- 
tribution deal had nothing to do 
with the feed share but more to do 
with the performance of the broad- 
caster. *The deal was terminated 
due to a lack of delivery and per- 
formance that further led to non- 
distribution," claims Kalathil. On 
Sony, he adds that while they were in 
discussion with Sony, they (Neo) 
realised that there were many small 
and niche channels that were open to 
being on an independent distribution 
platform. “This set us thinking and 
we took a call of going independent 
on distribution," he added. 

Setting up an independent dis- 
tribution platform is not an easy 
task. It is labour (manpower)-in- 
tensive and needs infrastructure (of- 
fice network) across the country 
for collection. Moreover, the dis- 
tribution business runs on the 
amount of clout a broadcaster has. 
Neo Broadcast is yet a new entrant 
in the business. Kalathil, however, is 
confident: “It is not a difficult task at 
all. We need manpower and we are 
already working towards it. We have 
just hired former Zee Turner CEO 
Arun Poddar as President (Sales) for 
Neo Sports." 

According to Dinyar Contractor, 
Editor, Satellite and Cable TV mag- 
azine and a media analyst, “While it 
is a difficult task to set up a distri- 
bution network, there is certainly 


room for another player in this 
space". Currently, there are three 
large distribution players—namely, 
STAR India, Sony's One Alliance and 
Zee Turner—and in all, about 300 
channels and many more are yet to 
be launched. *Many of these existing 
channels are not pay but some are 
looking to go pay. Distribution busi- 
ness would clearly be a profitable 
business," says Contractor. 

While there is no exact data to 
determine the distribution revenues 
earned by the broadcast networks, it 
is estimated that between the three 
large bouquets—that is, STAR, Sony's 
One Alliance and Zee Turner—the 
total industry size would be ap- 
proximately Rs 1,000 crore. 

According to Kalathil, several 
non-sports channels have shown 
interest in joining the bouquet. “(ว ท 
the basis of the considerable interest 
shown by several channels, exist- 
ing and new entrants, to be part of 
a bouquet led by a cricket-focussed 
sports channel, the best option in 
the Indian environment to extract 
revenues from the cable Tv distri- 
bution chain, the bouquet would 
be expanded," explains Kalathil. 

Neo Sports also sees potential in 
regional feeds. Recently, Neo Sports 
Broadcast tied up with various lan- 
guage channels to telecast the 
matches in different regional feeds. 
Given that the Harish Thawani- 
promoted Nimbus has Rs 2,700 
crore (the price that they have paid 
for the cricketing rights to BCCI) at 
stake, Kalathil had better think 
innovatively, and fast. 

ANUSHA SUBRAMANIAN 
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HINDWARE Italian Collection 
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shapes, exclusively imported and marketed by 
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Toon Boom 


Walt Disney will co-produce 
animation films out of India. 


OR THE WALT DISNEY GROUP, THE 
| cone in India continues 
unabated. In mid-2006, the Walt 
Disney Company acquired just 
under a 15 per cent stake in UTV 
Software, apart from buying out 
the kids entertainment channel, 
Hungama TV. It has now followed 
that up with an agreement with 
Yash Raj Films (YRF) to produce 
animation films. Both the compa- 
nies—Walt Disney and YRF—will 
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fledged studio in India, Walt 
Disney's broad gameplan for India 
is reasonably clear. 

"We are looking to make live 
action films with a number of 
potential players. These will be co- 
productions, the way we do them 
in England, Spain, Germany and 
Latin America," says Zoradi. 
Understandably, the potential in 
the Indian entertainment industry 
is not something that the Walt 
Disney Group wants to miss out 
on. Animation, which Zoradi de- 
scribes as the “heart and soul of the 
Walt Disney Company," will be 
the initial foray. *We will start 





Walt Disney's Zoradi: Coming soon: live action films from India 


be equal partners in this joint ven- 
ture and the first film, Roadside 
Romeo, will be released next year. 

According to Mark Zoradi, 
President, the Walt Disney Motion 
Pictures Group, this development is 
more strategic than anything that 
his company has ever done before. 
“It is for the first time that we have 
committed to a local language, 
country-specific animated project 
exclusively with a local player,” 
Zoradi told BT. Roadside Romeo, 
which will be directed by Jugal 
Hansraj, will be targeted at the 
market for Indian films in the coun- 
try as well as overseas. Though 
there are no plans to open a full- 
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with Hindi and then explore other 
languages," he adds. 

If Walt Disney is moving slower 
in India than in many other parts of 
the world, that's understandable. 
As Zoradi points out: "India is one 
of the most complicated markets... 
From a long-term perspective, it 
remains extremely strategic for us." 
For now, the story is about anima- 
tion. "Last year, the biggest grosser 
in the us was Pirates of the 
Caribbean which was followed by 
Cars. The market for animation in 
the US today is large and we see a lot 
of potential in the Indian market," 
concludes Zoradi. 
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Cricinfo's Kumar: On a strong wicket 


Ball by 
(Eye)ball 

Online cricket coverage grabs 
viewers and advertisers. 

EATING SOUTH AFRICA IN IRELAND 
Baw have earned Team India a 
few brownie points, but that’s about 
it. That series win is hardly enough 
to erase the debacle at the icc World 
Cup. But even though advertisers 
are still chary about pouring big 
bucks into cricket, an encouraging 
fallout of this is that online cricket 
sites are slowly but surely finding 
favour with marketers. “Disillus- 
ioned fans of cricket in India are 
actually being driven online,” says R. 
Ramesh Kumar, 37, Commercial 
Director, Cricinfo India, which was 
recently acquired by sports channel 
ESPN from the Wisden Group. 

That disillusioned bunch is 
expected to number 100 million in 
India in the next three years, pow- 
ered in no small measure by at least 
10 million broadband connections. 
The current global universe of 
cricket fans online is estimated at 
144 million (according to an 
industry source), and growing at 
100 per cent annually. That should 
explain the interest of advertisers 
in cricket portals which, for their 
part, are dressing up for the occa- 
sion. Take, for instance, 
Cricketnext.com, now a part of the 
TV18 network, which has revamped 
the site, added new content and, 
consequently, has got new adver- 
tisers interested, “We find that FMCG 
(fast-moving consumer goods) has 
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come on in a big way with the pres- 
ence of brands such as Colgate and 
Perfetti. This is bound to happen as 
marketers are finding this to be a far 
more accountable medium. It also 
offers them reach to kev non-resi- 
dent Indian audiences and those 
brands wanting to talk to consumers 
here," says Lakshmi Narasimhan, 
Business Head (News Ventures), 
Television Eighteen India. 

That online spends are lower 
than conventional media also means 
that advertisers aren't likely to pull- 
out in knee-jerk fashion if India 
does a flop act (as it is prone to 
do). Ramesh points out that almost 
all the 40 advertisers that came on 
board of Cricinfo during the World 
Cup stayed on through the entire 
duration of the tournament. *Only 
Pepsi dropped out as their creative 
about the ‘Blue Billion" winning 
was really not in sync with the 
ground reality. But we exceeded 
our targets on all counts," he says. 

The brand owners, for their 
part, recognise the efficacy of the 
medium: “Cricket sites are espe- 
cially good as they are available to us 
at attractive rates and offer a seg- 
mented, premium audience. Gone 
are the days when people used to 
take off to watch a match; most 
people keep track of the game at 
work—online. So, even if connec- 
tivity is not there at home, office is 
the right place for catching the right 
profile of users," says Arun Sharma, 
GM, Head of Media, Airtel. 

Cricket on TV, observes Sharma, 
has become grossly overpriced and 
fragmented while the online medium 
offers opportunities to play around 
with creative and provide interesting 
options. For instance, Airtel, which 
was the leading sponsor on Cricinfo 
during the World Cup 2007, chose 
to offer its cricket-related products 
and games by launching a micro- 
site on Cricinfo. “Results were 
encouraging as we got the young, 
upwardly mobile audience to sample 
our games and a chance to convert 
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Magic Pill 


Now, a contraceptive that can reduce acne and facial hair. 


T IS CALLED TARANA, WHICH 

means safe in Sanskrit. And it 
promises to be just that and more. 
Touted as a “true fourth generation 
oral contraceptive for women,” 
Tarana, claims its manufacturer, 
Natco Pharma, has no side-effects 
like weight gain, bloating, increase 
in blood pressure and increase in 
LDL (low-density lipoprotein) levels. 
These are the typical side-effects ev- 
idenced in the use of some other 
contraceptives. But not only does 
the Rs 280-crore Hyderabad-based 
company claim Tarana has no 
side-effects, the product is also 
said to have the ability to reduce 
acne, unwanted facial hair and 
take care of pre-menstrual dys- 
phoric disorders. *The drug's 
uniqueness lies in its combination 
composition of drospirenone and 
ethinyl estradiol, as opposed to 
progestin contained in traditional 
oral contraceptives," says P. 
Bhaskara Narayana, Director and 
Chief Financial Officer, Natco. 
"The oral contraceptive market 
in India is currently at Rs 300 
crore (including those subsidised 


them into buyers," adds Sharma. 
Industry estimates indicate that 
22 per cent of online advertising is 
accounted for, ironically, by broad- 
casters. Another 30 per cent is split 
equally between telecom players 
and internet portals; and auto and 
financial services clients each make 
up 12 per cent of the pie. Says 
Sundar Raman, MD, Mindshare: 
“Just as cricket is unlikely to fade 
away and is the most emotive con- 
nect for Indians—just like 
Bollywood—the online medium, 
too, is only likely to gain ground, 
rapidly.” Dravid and company can 
heave a sigh of relief. 
SHAMNI PANDE 





Natco’s Narayana: Right Rx 
by the Government of India) and 
is growing at 19 per cent per 
annum,” he adds. = 
Upbeat about the prospects of 
this drug, which is the first generic 
version of Yasmine, an interna- 
tional brand from Bayer, Narayana 
says: “Capacity (to manufacture) is 
not a constraint.” While Natco 
may be banking on its product 
composition, it may be worth- 
while to add that Tarana is priced 
at Rs 290 per cycle (of 28 tablets— 
21 active tablets and seven inert 
tablets). Competing products are 
available for as low as around Rs 
50. But then few claim to reduce 
acne and get rid of facial hair. 
E. KUMAR SHARMA 





Pushing the 
Right Button 


Legrand makes India the 
"epicentre" of its growth plans. 
HAT INDIA IS ON THE RADAR OF 
y e global corporations is 
virtually a given these days, but 
when a hitherto low-profile multi- 
national with an 11-year-old India 
operation says it has made India 
the “epicentre” of its growth plans, 
you're tempted to sit up and take 
notice. Legrand, the €3.7 billion 
(Rs 20,350 crore) French electri- 
cal installation major, entered India 
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Legrand's Lecuyer: India is at the centre of a global gameplan 


in 1996 with the acquisition of 
Maharashtra-based MDS Switchgear. 
Since then it’s been on a buyout 
binge in international markets. In 
2006 alone, it bought a wiring 
accessory company called TCL and a 
door-entry system provider Shidean 
(both in China), home networks 
provider On-q and home automa- 
tion products company Vantage 
(both in the us), and a wiring 
accessory provider, HPM, in Australia. 

"We foresee consolidation hap- 
pening in the Indian market and 
we'd be keeping our options open 
for any interesting opportunities as 
and when they come,” says Benoit 
Lecuyer, Managing Director, 
Legrand India, which has three 
manufacturing facilities and a global 
research & development centre in 
Maharashtra. The switches and 
accessories market is heating up, 
particularly after Japanese company 
Matsushita's Rs 2,000-crore pur- 
chase of Anchor Electricals in April. 
Other large players include MK 
Electric, Havells (which acquired 
German company Sylvania’s lighting 
business for about $300 million or 
Rs 1,230 crore early this year), 
Larsen & Toubro, ABB and Siemens. 

Legrand India, with 700 
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employees in India, only reveals its 
‘net of excise’ turnover, which was 
Rs 235 crore in 2006. The com- 
pany makes MCCBs (moulded case 
circuit breakers), MCBs (miniature 
circuit boards), RCDs (residual cur- 
rent devices), distribution boards, 
wiring accessories, structured 
cabling, home automation prod- 
ucts and cable management prod- 
ucts in a Rs 3,000 crore market 
that is growing at about 20 per 
cent. Lecuyer says his business in 
India has been growing at a hand- 
some 35-40 per cent for the last 4 
years on the back of residential, 
commercial and IT/ITES projects. 

“There is a paradigm shift 
amongst clients and end-consumers 
to invest in newer technologies. 
There are huge opportunities for 
growth in India,” he adds. 

The company claims to be the 
leader in MCBs, RCDs and distribution 
boards, and “the only player in 
India that provides complete 
solutions for electrical installations 
and data networks”. 

The French major has also made 
India a manufacturing hub for Asia 
Pacific and Middle East countries. 
“For example, we are manufacturing 
here MCCBs and wiring devices for 
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India as well as Asia-Pacific countries. 
This manufacturing platform will 
be strengthened in the future," says 
Lecuyer. Its global R&D centre at 
Sinnar (Nashik)—one of the two 
in Asia—has gone a step further, 
developing wiring accessories and 
sockets for the developed European 
market. India has also been made a 
‘centre of excellence’ for IT support 
for all of Legrand’s subsidiaries 
across the world, 

KAPIL BAJA] 








Talent Hunt 


Potential for CRAMS is huge, 
but where’s the manpower? 


RUG DISCOVERY CAN PROVE TO 

be a high-return gambit for 
Indian pharma companies, but 
alongside a lower-risk (and lower-re- 
turn) strategy would be contract 
research and manufacturing serv- 
ices, or CRAMS in quickspeak. CRAMS 
is expected to be a $1-billion (Rs 
4,100-crore) opportunity by 2010, 
from just $200 million (Rs 820 
crore) today—in effect a cumulative 
average growth rate of close to 50 
per cent between 2007 and 2010. 
These are industry estimates of the 
opportunity open for players out 
of India in the CRAMS space. The 
driver: Constant pressure on global 
pharma innovators to explore ways 
to reduce costs (including through 
outsourcing to locations like India). 
India already has established players 
in this space like Divis Laboratories, 
Nicholas Piramal India, Dishman 
Pharmaceuticals, Jubilant Organosys 
and Shasun Chemicals. In 2005, 
for instance, the global outsourc- 
ing Opportunity was estimated at 
$27 billion with contract manufac- 
turing worth $15 billion and the 
balance accounted for by contract 
research. In this, India accounts for 
just $100 million (a 0.67 per cent 
market share) in contract manufac- 
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CRAMS space: Opportunities galore 


turing and an insignificant propor- 
tion in contract research. 

So, it is a no-brainer that the 
opportunity is huge. But then, con- 
sider this: CRAMS players out of 
India are already beginning to find 
a huge dearth of skilled resources in 
the critical areas of process devel- 
opment, manufacturing and quality 
control/quality assurance as com- 
pared to chemistry or analytical 
where the talent is available. *Except 
chemistry graduates and post-grad- 
uates, there is severe paucity of 
trained personnel," says Utkarsh 
Palnitkar, Partner and Industry 
Leader (Health Sciences), Ernst & 
Young. Not surprisingly, he feels: 
"Manpower training is emerging 
as a high-investment cost issue." 

Most in the space would agree 
considering that companies are 
increasingly turning to in-house 
training to feed their future growth. 
Take, for instance, Laurus Labs, a 
CRAMS player located near 
Hyderabad. The us-based Aptuit 
Inc, a global contract drug devel- 
opment firm, will invest $100 mil- 
lion (Rs 410 crore) over the next 
four years in Laurus Labs, making 
this arguably the biggest-ever over- 
seas investment in the CRAMS space 
in India. "There is talent available 
but it is raw and needs to be made 
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employable. We have created the 
Aptuit Laurus University and here 
new graduate recruits are provided 
intensive 12-week classroom and 
lab-based training," says Kunal 
Khattar, Director (Corporate 
Development), Aptuit. In the last 
six months, Aptuit has trained 100 
and plans to train 50 every quarter 
going forward. It is now also toying 
with the idea of tying up with a 
local university to give graduates 
professional certificates at the end of 
the training programme. Says 
Khattar: “We want to bring 
expertise into India so as to help 
create an eco-system that can spur 
development of innovative drugs.” 
Indeed, time is running out. As 
Palnitkar points out: “For early- 
stage chemicals, India has already 
started losing out its cost-competi- 
tiveness to China. It is only for 
complex chemicals, final products 
(intermediates/active pharma 
ingredients) or formulations that 
India is seen as a destination for 
outsourcing with its large number of 
USFDA approved plants and cGMP 
(current Good Manufacturing 
Practices) compliant manufactur- 

ing facilities.” 
E. KUMAR SHARMA 





Taking the Rap 


Hip-hop is passé, Reebok seeks 
a more universal message. 


HE MESSAGE IS LOUD AND CLEAR: 

Rapping is no longer an over- 
riding theme at Reebok's Boston 
headquarters in 2007. The brand 
that pushed the edgy boundaries 
of hip-hop culture—most promi- 
nently with the controversial 50 
Cents ‘I am what I am’ 2005 cam- 
paign—which was eventually pulled 
back—is now looking to put its 
marketing muscle behind ล ‘uni- 
fied' message with universal appeal. 
“Hip-hop is not such a big trend 


SATISH KAUSHIK 


outside of the us. We will now be 
working on just one big idea at a 
time, which will allow our 
consumers worldwide to know what 
we stand for and are about," says 
Ulrich Becker, Head (Global 
Marketing), Reebok International. 
He was in India recently to launch 
the new Scarlett ‘Hearts’ Rbk 
collection. 

So, is it curtains for the celebrity 
rappers such as Jay-Z, Nelly, 50 
Cents and Daddy Yankee? After 
all, the mood seems to be more 
encompassing in 2007 with the 
‘Run Easy’ campaign, which has 
already debuted, and *Two People 
in Everyone’ promo, which will 
be launched later this year. Becker 
is quick to point out: "Reebok as a 
company values a relationship and 
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Reebok's Becker: Right balance 


maintains it." But clearly there's 
a bigger agenda that is taking cen- 
trestage—especially after the public 
admission by Herbert Hainer, the 
Adidas Chief Executive, that 
Reebok was a ‘drag’ on its 
performance in 2006. (Reebok was 
merged into Adidas in mid-2005 in 
a $3.8-billion deal.) The sobering 
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Emotional Connect 
Societe Generale Consumer Finance opts for Kolkata. 





SGCF's Gautier: Focus on India 


UMBAI MAY BE THE FINANCIAL 
ML capital for most, but 
not for Societe Generale Consumer 
Finance (SGCF). A part of one of 
Europe's largest financial services 
groups, SGCF has chosen to flag 
off its Indian operations out of 
Kolkata. A few months ago, SGCF 
had acquired Apeejay Finance, a 
leading non-banking finance com- 
pany (NBFC) in the West Bengal 
capital. This is the first global 
financial powerhouse to choose 
Kolkata as the headquarters for 
its Indian operations. 

SGCF is keen to make its new 
brand ‘FamilyCredit’, the market 
leader in the Indian consumer 
credit market. Says Jean-Francois 
Gautier, Head of Specialised 
Financial Services of the Societe 
Generale Group, who was recently 


effect is beginning to bear fruit as 
the first quarter results of 2007 
show that Reebok has indeed man- 
aged to pick up its sales. *We have 
a first-quarter order backlog of 3 
per cent, a figure closely tracked as 
it reflects operational strength. In 
fact, the last 18 months have been 
particularly good for us. The group 
has seen stronger synergies and we 
have been able to act as one com- 
pany in terms of sourcing, logistics, 
etc. However, in terms of brands 
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in Kolkata to flag off the India 
operations: “The experience and 
expertise gained by Societe 
Generale in its global operations 
will ensure both flexibility and 
economy to Indian consumers.” 
FamilyCredit currently offers 
loans for automobiles, two-wheel- 
ers and consumer durables. It also 
plans to offer personal loans 
shortly. One of the key differen- 
tiators in FamilyCredit’s offerings 
will be a range of reliable offers for 
each member of the family, which 
will be introduced keeping in mind 
the needs of the Indian consumer. 
“Extensive expertise transfers are 
now taking place between SGCF 
experts and the young, high-caliber 
members of the erstwhile Apeejay 
Finance. We are also pursuing an 
aggressive policy of recruiting 
young, talented and experienced 
professionals from the industry,” 
says Gautier. Adds N.V. 
Swaminathan, CEO, FamilyCredit: 
“Our state-of-the-art technology 
will ensure that every consumer 
finance application is processed 
online and disbursements are made 
in the shortest possible time. We 
will certainly benefit from the 
proprietary IT tools of SGCF. Our 
endeavour is to connect with our 
target group emotionally." 
RITWIK MUKHERJEE 


we are two entirely separate enti- 
ties, in terms of what drives us,” 
says Becker. 

The integration is beginning to 
pay off, it appears. But it has put 
the onus on Reebok to actually 
strategise spends, especially as 
Adidas' net profits are being bogged 
down by marketing spends and 
also that these have not been justi- 
fied by the inefficient impact they 
managed to achieve in various parts 
of the world in the past. The prob- 


lem it emerges is that Reebok has 
been waylaid by the very ideas that 
it spawned—be it hip-hop, or chas- 
ing twin anchors in lifestyle and 
sports. “The changes have been 
too quick and were not supported 
by a strategic approach always. 
Hence, the marketing context has 
been challenged and we also 
noticed that the people in the 
company have not been aligned 
properly and the resources were 
not focussed," admits Becker. 

Also, globally the sports brand 
that fights the #3 slot closely with 
Puma has to define its space 
between fashion/lifestyle and sports. 
"We will never digress from our 
core—which is sports. Our reso- 
nance into any other area, be it 
high fashion or lifestyle, comes 
directly from our proposition, 
which is sports. Fashion statements 
come and go," he says. 

And ironically, for a brand that 
fights for the top 3 slot worldwide, 
India has proved to be a more 
certain playing field as it is clearly 
the lead player among the MNC 
sports/apparel brands. *In India, 
we are very young (12 years) and 
our consistency in strategy has 
helped us. Consumers here have 
not been distracted by multiple 
messages coming from Reebok and 
we hope to follow the same 
approach globally from now on. 
Hence, we need to defocus on hip- 
hop and get the balance right," 
says Becker. The company's main 
agenda in the Asian markets and in 
Russia clearly is to ramp up retail 
presence, and that's paid off well. It 
has 497 exclusive retail outlets with 
200 outlets added in the last year 
alone in India. *We are looking to 
double our presence here soon and 
we are also very aggressive about 
spreading our presence in Russia," 
he says. Sticking to the tried moves 
and putting some of those more 
dangerous liaisons on the back- 
burner may work after all. 
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Kampz Chairman/ JM Financial 


By helping some of India's mega-corporations make global-size 
acquisitions and raise billions through public issues, deal 
makers are making hay. In the first half of 2007, the top 

10 investment banks collected some $441 million 

in fees. The going can only get better. 
MAHESH NAYAK 


AKE A GOOD LOOK AT THE THREE PERSONALITIES ON THE COVER 
of this magazine. Chances are you've seen them before (but 
never together). Chances are you'll see them again. And 
again. In the days, months, and years to come (but not to- 
gether, for sure). Take Manisha Girotra, Chairperson & 
Managing Director-India, UBS, the lady who's seated in the forefront. The 
India head of the Swiss investment bank is a familiar face on Deal Street, 
but over the past six months she's become a veritable household name in 
the country. Reason? She's been at the helm of three billion-dollar 
merger & acquisition (M&A) deals—doubtless a feat of unimaginable How fees of India's I-bankers 
proportions, considering billon-dollar transactions themselves are pretty stack up since 2004 (5 million) 








x DSP Merrill Lynch 
Deutsche Bank AG 40 Goldman Sachs 44.9 
Kotak-Goldman Sachs 21.5 ABNAMRO 39.2 Deutsche Bank AG 31.2 





7 (OS TL E "is 4 "S 





Capita 


UBS 19.4 UBS 26.7 JP Morgan 29.9 
Deutsche Bank 17.2 HSBC Holdings 26 HSBC Holdings 19.3 
ICICIBank 6 . 16.1 Bardays Capital 22.8 Lehman Brothers 17.8 
CLSA 13.4 Rothschild 22.1 ICICI Bank 15.4 


Note: Source for all data is Thomson Financial. 

Figures include fees for M&A, IPOs and follow-ons, debt & convertibles and loans. Fees are for deal 
announced and not necessarily completed. Kotak and Goldman were partners till 2005 and JM 
Financial and Morgan Stanley were partners till 2006. 


Manisha Girotra 


“We expect the (investment banking) industry to 
earn $1 billion in fees (just) through M&A" 
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TOP 10 M&A ADVISORS 


The biggest fee earners on the acquisitions front. 





much a novelty on the Indian deal-making landscape. 
It may also be a feat because here's a woman closing su- 
per-size deals in an industry that's globally perceived to 
be testosterone-driven. 

Now take a look at the two gentlemen with Girotra. 
They're both dyed-in-the-wool bankers who've been 
around seemingly for ever, and who've been steady 
companions of the Indian capital market right from its 
fledgling days. Today, they're older, wiser—and very 
rich. In 2005, Hemendra Kothari, 61, Chairman, psp 
Merrill Lynch, made the killing of his life when he sold 
50 per cent of the 60 per cent 
he owned in the investment 
bank to his Wall Street partner 
for a cool Rs 2,250 crore. 
But Kothari hasn't taken the 
money and run to the 
Bahamas or some such place. 
Rather, he's still calling the 
shots at the firm, and has 
been anointed Vice Chairman 
of Merrill Lynch Inter- 
national, to boot. In the 
recent past, DSP Merrill Lynch 
has pulled off big M&A deals 
like Flextronics and Kohlberg 
Kravis Roberts (KKR) and 
Holcim and Gujarat Ambuja, 
and played a pivotal role in 
helping mega-corporations 
like ICici Bank and DLF raise 


Hemendra Kothari 






capital from Dalal Street. For 
its efforts, Kothari’s firm has 
collected a little over $46 
Mar million in fees so far in 2007. 

- Nimesh Kampani, 60, 
Chairman, JM Financial, is 
another street veteran who’s 
been there, done deals, and is 
still hungering for more. A 
recent split with Wall Street 
partner Morgan Stanley 
might have left him up the 
l-banking-creek without a 
paddle, but he’s got a handy 
life-jacket worth Rs 2,000 
crore, courtesy that sell-out. 
On his own Kampani is now 
leveraging his decades-old re- 
lationships with the who’s 
who of corporate India; and 
along with an ideas-churning team that’s stuck with him 
through more of thick than thin, and his newly-acquired 
net worth, he's ready to play advisor—and partner— 
to an India Incorporated that's hungry, and willing to 
pay top dollar, for global assets. 

But this isn't another story on corporate India's in- 
satiable desire to go global. Instead, it's about the role 
Indian investment banks are playing in this global 
march, in helping corporate India achieve size and 
scale, and also in helping them raise billions to satisfy 
their urge to be Indian multinationals. And it's a 
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The boom spills over into 2007. 
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JM Morgan Stanley 20.4 89 16 


“H India Inc. wants quality advice they'll have to pay more” 








Sanjay Nayar/ CEO-India & Area Head Bangladesh 
Nepal & Sri Lanka/ Citi 


"If you have to service the top-tier 
segment of this country, arranging 
finance will become critical" 


story on how Indian I-banks and the deal-makers at 
their helm are getting richer and richer in the process. 
Consider: The $109.2 million, or Rs 436.8 crore, that 
UBS India earned in fees in the first six months of 2007 
would be adequate for the Swiss investment banking 
giant's domestic operations to buy chunky controlling 
stakes in mid-cap companies like Goldiam 
International and Maharashtra Scooters. And if the 
entire Indian investment banking industry were to get 
together, the $929 million they grossed till June by 
cutting 977 deals would be good enough to allow 
them to buy out 54 per cent of Reliance Industries- 
controlled iPCL, or pick up a 51 per cent stake in a 
company like Sesa Goa. 

But, of course, investment banks aren't in the busi- 
ness of buying (or selling) businesses. They'd rather get 
buyers and sellers together, or help companies raise eq- 
uity and debt, sometimes even help bankroll a buyout 
—and pocket a commission for their efforts. And, by the 
looks of it, India’s deal makers aren’t doing too badly 
for themselves at all. They’ve already earned a little over 
three-fourths of the fees that the industry earned in the 
whole of 2006—last year the country’s I-bankers took 
home $1.23 billion from 2,060 deals. On the Asia- 
Pacific landscape, India now stacks up in fourth 





UCCESSFUL BANKERS THESE DAYS ARE THOSE THAT ARE ALSO 

able to show the money. In a bid to win mandates 

in a crowded market, a number of investment 
banks are willing to risk their balance sheets by putting 
cash on the table. For instance, recently Goldman 
Sachs, which was responsible for managing the sale of 
shares of ICICI Bank's follow-on offering in the local and 
global markets, was also one of the investors in the is- 
sue. Similarly, DSP Merrill Lynch Capital Market lent 
funds to DLF, and also was the global co-ordinator & 
book running lead manager in its initial public offering. 
As on 31 March 2007, the loan was worth Rs 279 
crore. Market grapevine also has it that JM Financial had 
written cheques in the issues of Cairn India and House 
of Pearl Fashions. 

Says Frank Hancock, Managing Director, ABN 
AMRO Asia Corporate Finance: “With competition 
intensifying in capital market and M&A activities, | 
expect to see bankers increasingly investing their own 
money to improve their overall returns from transac- 
tions.” Adds Sanjay Nayar, CEO India & Area Head 
Bangladesh, Nepal & Sri Lanka, Citi: “Financing will 
become critical, and going forward investment bankers 
in addition to providing good advice that can bring in 
their own capital and arrange finance from hedge 
funds or private equity or institutions will be able to add 
more value.” Citibank, through its venture capital 
firm, Citibank Venture Capital (CVC) has been picking 
up stakes in listed and unlisted companies. Recently 
CVC picked up 20 per cent in broking firm Anand 
Rathi Securities. It also has stakes in listed companies 
like YES Bank, Centurion Bank of Punjab and GMR 
Infrastructure. 

Says Vedika Bhandarkar, Managing Director & Head 
of Investment Banking, JP Morgan: “More than the 
ability to write a cheque, arranging finance will become 
important. With more hedge funds and private equity 
players coming into the market we are seeing a change 
in capital raising activity with companies going in for pri- 
vate market.” For instance, Carlyle recently bought a 5.6 
per cent stake in HDFC, thereby helping the housing 
finance company save time and avoid the cost and 
hassle of raising capital from the market. 

That may be precisely the reason for JM Financial 
starting a private equity fund. “With our net worth of 
Rs 2,000 crore, we will be in a position to finance 
small deals, which will be critical in acquiring business 
in the future,” says Nimesh Kampani, Chairman, JM 
Financial. Clearly, advise is precious, but nothing it 
would appear is more valuable than ready cash itself. 
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position, behind China, Japan and Australia, but not by 
much (last year India was perched at the #5 slot). 
What's more, the average fee per deal in 2007 has 
nudged up to $0.95 million, as against $0.59 mil- 
lion in 2006. 

Of course, the biggest contributor to I-banks' rev- 
enues has been fees accruing from M&A transactions. 
According to Thomson Financial, M&A deals worth $46 
billion were announced between January and June 
2007, which is almost a 50 per cent jump over the per- 
vious year's corresponding figure of $31 billion. That 
would explain why nearly 58 per cent, or $538.4 mil- 
lion, of the total fees earned by Indian I-bankers were 
from M&A transactions. Most of those deals have been 
of the cross-border variety, with inbound M&A values 
rising over four-fold to $25.5 billion (from $5.6 billion 
in January-]une 2006), and the value of outbound ac- 
quisitions doubling to $14.5 billion. By the time 2007 
ends, deal makers will indeed be laughing all the way 
to the bank—or rather, all the way from it. “We expect 
the (investment banking) industry to earn 51 billion in 
fees (just) through M&A,” gushes Girotra. 

If the fees are bulging, it's because deal-sizes are ex- 
panding. For instance, over the past six months Aditya 
Birla group company Hindalco snapped up Novelis of 
Us for $6 billion, Essar Global purchased Canadian steel 
maker Algoma Steel for $1.58 billion, Suzlon Energy 
bought REpower for €1.35 billion and the UB Group 
took over Scotch maker Whyte & Mackay for $1.18 
billion. UBS was an advisor to nine M&A transactions, 
including Hindalco-Novelis, Algoma Steel and Whyte 
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nies better, cheaper and 
faster can explain India Inc.'s 
global march." 
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47 33 4 So how much exactly are 
42 ว n promoters willing to fork out 

i for I-banking advice and deal 
3.7 2.6 37 execution? Ravi Sardana, 


Vice President, I-Sec, the in- 

vestment banking arm of the 
ICICI group, warns that when deal sizes increase, com- 
panies typically tend to opt for a fixed-fee format. 
Nobody’s complaining. “In billion dollar deals the 
fees can vary from 0.10 per cent to 1.5-2 per cent,” he 
offers. For instance, when a few months ago the pro- 
moters of Anchor Electricals sold an 80 per cent stake 
to Matsushita of Japan for Rs 2,000 crore, Kotak 
Mahindra Bank, which represented Anchor, pocketed 
a fee of Rs 25 crore, accounting for 1.25 per cent of the 
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ป MD/ ABN AMRO ASIA CORP. FINANCE 


“The anual of so many new entrants 
has intensified competition in the fee 
market, with new p players resorting to 
baiting and switching” 


deal size (see Laughing All the Way from the Bank, to 
find out how much bankers are taking home). “Fees are 
stable. There hasn’t been any fee compression for the 
past 24 months,” says Vedika Bhandarkar, Managing 
Director & Head of Investment Banking, jp Morgan. 

If the likes of UBS and Citi—which is second to 
UBS in fees earned in 2007, with $70 million—are 
hogging the M&A show, it's because they're players with 
a global platform, whose consolidated balance sheets can 
be leveraged during a buyout. For instance, in the 
Hindalco-Novelis deal, uBs (along with ABN AMRO & 
Bank of America) threw the Birla company a $2.8 
billion debt lifeline. “With companies doing global 
M&A, financing becomes as important as advice,” says 
Sardana. Pure investment banks like JM Financial for 
their part stress the value of advice, along with decades 
of relationship-building. Says Kampani: “New ideas are 
critical. As are relationships. The two, along with the 
ability to finance deals, make a perfect combination.” 
Yet, leveraged buyouts are slowly but surely gaining 
ground, with I-bankers earning in fees $13.80 mil- 
lion from nine such deals in 2007 so far. The advantage 
of such buyouts: Debt can be less costly than servicing 
equity even as it provides tax breaks. 

But if the global banks are beginning to put the 
domestic veterans in the shade in M&As, on the capital 


markets front it's another story. UBs, for 
instance, isn’t a major player in capital rais- 
ing, earning just $7.6 million from four 
transactions. Citibank, however, is collect- 
ing close to $20 million from initial public 
offerings and follow-on issues. The leader, 
though, is psp Merrill Lynch, which has 
raked in fees of $28.3 million so far in the 
year. Morgan Stanley ($16.1 million), Kotak 
Mahindra Bank ($12.7 million) and ICICI 
Bank ($10.3 million) are the others who are 
strong in the primary market, aided in small 
measure by their strong retail reach. And the 
fees in this arena are relatively stable. Says 
Aditya Sanghi, Managing Director- 
Investment Banking, YES Bank: 
"Commissions in the IPO and follow-on 
market are 2-3 per cent." 

YES Bank is just one of the newer I-banking players 
threatening the hegemony of the traditional giants. 
ABN AMRO and Standard Chartered are other com- 
mercial banks that have muscled their way into the 
Indian markets. Alongside, the Wall Street firms are also 
making their moves. Goldman Sachs, for instance, af- 
ter breaking away from Kotak, is on the prowl; it 
earned close to $45 million in fees in the first half. 
Morgan Stanley, too, is gearing to get its act together af- 
ter splitting with JM. Credit Suisse and Lehman Brothers 
are also in the fray. “We have a global platform and a 
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GETTING AHEAD 





that with Suzlon Energy, manag- 
ing its IPO, raising capital for 
growth, and advising it during its 
acquisitions, the most recent one 
being the €1.35 billion purchase 
of REpower. 

There's little doubt that India 
is witnessing an M&A and capital 
raising spree—with both dove- 
tailing into each other pretty spec- 
tacularly—on a scale that’s un- 
precedented. But the question 


team of global and local expertise, — Indian investment bankers are making a mark in the region ($ million). 


which will help both our local and 
global clients,” L. Brooks Entwistle, 
Managing Director & CEO, Goldman 
Sachs (India), told Business Today re- 
cently. Adds Uday Kotak, Vice 
Chairman & Managing Director, 
Kotak Mahindra Bank: “Investment 
banking has become more institu- 
tionalised. From mom & pop single- 
person shops, you now have teams 
of more professional entrepreneurs.” 

There have been two fallouts of . 
such professionalism: One, banks [Pakistan — 321 
are willing to work with emerging 
mid-cap companies that promise to 
metamorphose into mega-caps in 
the years ahead; and two, rather 
than live from mandate to man- 
date, these banks are trying to build 
enduring relationships with these 
potential super-corporations of to- 
morrow. For instance, banks like 
YES Bank are trying to position them- 
selves as providers of growth capital, 
which can take different hues: It 
could be private equity, or a pre-IPO 
placement, or might even involve 
holding the company's hand when it 
raises money from the public (and 
part-subscribing to that issue). As 
Sanghi says: “Our aim is to stay 
with the customer and grow with 
him from his initial stage of growth, 
such that in future the client ap- 
proaches you before he thinks about 
others." YES Bank has done exactly 


COUNTRY M&A FEES — IPO FEES* 
shina 6153 938.9 
pan — 788 4165. 
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“We have a global platform and a team of global and local 
expertise, which will help both our local and global clients” 
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S. Ramesh/ COO/ Kotak Mahindra Capital Company 
"The going has been good and we 
expect the bonuses to be in the 


range of 100-300 per cent of the 
annual salary this year." 


that needs to be asked is whether there's space for all 
players—global I-banks, global commercial banks, 
Indian I-banks, and boutique firms, both global and 
Indian. *With the market being good, there is suffi- 
cient business for everyone," says Bhandarkar. Adds 
Prahlad Shantigram, Managing Director-Corporate 
Finance & Advisory, Standard Chartered Bank. 
"When there is a period of supernatural growth, 
there is ample room for lot many players to partici- 
pate. The challenge is when there is a slowdown or a 
de-growth. And I would not rule it out. There are 
possibilities of a slowdown." 

Already, there are signs of pressure in the market. 
Says Frank Hancock, Managing Director, ABN AMRO Asia 
Corporate Finance: “The arrival of so many new 
entrants has intensified competition in the fee market, 
with new players resorting to baiting and switching," The 
new players initially acquire deals by bidding at suicidal 
rates and then change the terms later. In such a situation, 
says Citi's Nayar: “Dominance becomes the key dif- 
ferentiator." It won't be long before the market gets seg- 
mentised with players focusing on what they do best; in 
fact, that's already beginning to happen. But as Nayar 
adds: "If you have to service the top-tier segment of this 
country, arranging finance will become critical. Anyone 
who brings in a combination of solution with optimal 
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LAUGHING ALL THE WAY 
FROM THE BANK 


There's a pot of at the end of every deal—or 
aen thoes Gt TUE 


LEADING MUMBAI-BASED INVESTMENT BANK ENDED THE 

FY 2007 with revenues of Rs 250 crore, which 

incidentally are two and half times the previous 
year's top line. A tenth of those revenues, or Rs 25 crore, 
accrued as fees from one M&A transaction. The banker at 
the Executive Director level responsible for that deal took 
home a bonus of Rs 2.5 crore for that deal alone, based 
on his 10 per cent contribution to total revenues. Assuming 
this banker was at the helm of 4-5 other deals (albeit 
smaller ones), his take-home via just bonuses would tot up 
to at least Rs 5 crore. And then there are the salaries, 
which at a large-size investment bank start at Rs 10-15 
lakh at the associate levels, nudge up to 
Rs 40-45 lakh at the Vice President level and go up to 
Rs 70-75 lakh at the ED level. Annual bonuses would be 
in line with the firm's growth, which would mean an 
average of 250 per cent. Says S. Ramesh, COO, Kotak 
Mahindra Capital Company: "The going has been good and 
we expect the bonuses to be in the range of 100-300 per 
cent of the annual salary this year." 

At some banks, it isn't quite that clear-cut. "Factors 
like the year end P&L of the company and country- 
wise performance determines salary and bonuses of an 
individual," says Manisha Girotra, Chairperson & MD- 
India, UBS. "With the going being good in India, this year 
too bonuses will be lucrative, but there are times when 
despite decent performances, we in India haven't received 
any bonus. Everything is not judged on success, failing 
to clinch a deal also affects one's performance." 

The spoils are broadly shared between two teams. One 
is the originator group, which is responsible for delivering 
new ideas to clients, and the other is the execution 
group, which has to conclude the deal. Ideas clearly 
matter more, which may explain why the group conceiving 
those ideas takes home a chunk of the booty. However, 
as Ramesh points out: "Usually the amount is shared 
equally, but can be disproportionate depending on the 
nature of the deal." 

There's plenty of business going around, but there's 
also plenty of competition, given the number of players 
in the fray, right from the big commercial banks to 
smaller boutique firms. What this means is that 
promoters have little choice but to dish out more in terms 
of incentives, and retention bonuses. Investment banking 
is after all a people's business. 





cost and right financing will score over his counterparts." 
However, ultimately it all boils down to the idea, and 
the ability to provide value that extends beyond com- 
moditised services. As Kothari puts it: *If India Inc. 
wants quality advice they will have to pay more." m 
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T'S SEVEN IN THE EVENING AND 





| am inside Abirami theatre in 
Chennai’s Puraswalkam area, 
eager to get up close with the 
biggest phenomenon of the 
season in Indian cinema. My perch 
is about four rows from behind, 
but it's not a seat—l am on the 
steps of a staircase that leads up to 
the balcony. The crowd has barely 
settled in, but the place is throbbing 


with excitement. My odd vantage 
point is explained by the fact that | 
am on a job and that there are no 
tickets available for the show. 
Therefore, | have sweet-talked 
Abirami's owner Abirami Rama- 
nathan to let me catch the first few 
minutes of the movie Sivaji for a 
first-hand feel of the Rajini mania 
that has been sweeping through 


Tamil Nadu (not to mention, 


surprisingly, several other parts of 
India and the world). 

Last of the trailers ends and the 
screen comes alive with the words 
“Superstar Rajini”. That’s enough to 
send the crowd into raptures; there 
are young men in the front rows 
whistling and dancing, and even 
the more sophisticated back row 
audience can't help but start clap- 
ping. The whistles and cheers only 











get louder when the star himself makes 
his appearance on the screen and, 
Abirami's Ramanathan tells me, that's 
pretty much how the mood inside the 
hall remains till the movie ends. And, by 
the way, most of the people on the 
seven o'clock show with me that day 
had seen the movie at least once before. 

Rajinikanth, or Shivaji Rao Gaekwad 
as his parents named him, has been a 
celluloid phenomenon in Tamil Nadu 
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India's superhero: Rajinikanth 


$IVAJI BY THE NUMBERS 
» Rs 80 crore 


What it cost to make Sivaji: The Boss 


5 Rs 350 crore 


What the movie could rake in at the 
box office 


» Rs 200 crore 


What movie merchandising could 
fetch 


»1,100 


Number of houseful shows in Chennai 
at the end of Week 2 


199 


The number of prints released in the overseas 
market. No Tamil film in the past has got 
even close to half this number 


^ 114,000 (Rs 11.48 lakh) 


The average revenue per screen in the UK 
during the weekend of the release 


>90 


The number of prints in Kerala, compared to 
20 which had been the highest thus far 


>$3 million (Rs 12.3 crore) 


The price at which AVM has sold the overseas 
distribution rights for the film 


>200,000 


The area in square feet that was taken over 
by AVM for its outdoor advertising campaign. 
This is for the state of Tamil Nadu, but does 


nat inchide Chennai 














bt films 


THE SUPERSTAR ANIMATED 


Next up: Rajinikanth as Su/tan: The Warrior, but animated. 


ILL AN ANIMATED VERSION OF THE SOUTHERN SUPERSTAR FLY? HIS DAUGHTER 
Soundarya, a product of Australia's Edith Cowan University, thinks so. 
Along with Adlabs, she is working on such a film, Su/tan: The Warrior, 
that will be released next year. "The idea to make an animation film with my father 
struck me early last year," Soundarya told BT. The film, which is already on the 
floors, will be made on a budget of $4-5 million. Interestingly, Su/tan will be dubbed 
in Japanese and Zulu, besides a host of Indian languages. "My father has a huge 
fan following in Japan and South Africa, and that's why we are keen on releasing 
it in these languages," says the Managing Director of Chennai-based Ocher 
Studios. What is Sultan going to be all about? "It is going to be a mythology-based 
theme and | cannot say anything more at this stage," says the star's daughter. For 
Rajini fans, who are used to watching their star in lengthy films, this is certain to 
be different. It will have a running time of around 90 minutes. Soundarya, a huge 
fan of her father, says this is the first time a South Asian actor will be animated. 


SIVAJI'S FIRSTS 


[^First Tamil film to break 
into the UK Top 10 on the 
weekend of its release 





for a few decades now. In fact, there 
are several Rajini fan clubs that extend 
from Tamil Nadu to Japan. But the 
mass hysteria that Sivaji has generated 
is unprecedented even by Rajini’s 
own standards and, to an outsider, a 
bit bizarre. From Mylapore to 
Melbourne, and Latur to London, 
movie goers have embraced the 57- 
year-old star with surprising warmth. 
There have been those who don’t 
understand a word of Tamil but have 
queued up to watch the movie. Small 
wonder, Sivaji, made at a record cost 
of Rs 80 crore, is expected to gener- 
ate ticket sales (India and abroad) in 
excess of Rs 350 crore, of which Rs 
100 crore is already in the till. In 
contrast, the biggest Bollywood block- 
buster to date, Ramesh Sippy’s 1975 
movie Sholay, raked in under Rs 240 
crore, adjusting for inflation. 

For the producers, Chennai-based 
AVM Studios, the success of Sivaji has 
been anything but surprising. “We 
were planning to have a very big 
project. This year is important since 
it is the birth centenary of our 
founder, A.V. Meiyappan, and also 
the diamond jubilee of AVM Studios,” 
says AVM Studios’ Managing Partner 
and Co-Producer, M.S. Guhan. 


> First Tamil film to 
simultaneously release 
in Hong Kong, which 
historically has been a 
market for Hindi films 


> First Tamil film to get 
onto iTunes 


First Tamil film to sell 
music on a ‘cash-and-carry’ 
basis 





P First film to use the 4K 
high resolution 
technology for 
photography 
throughout 
the film 
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Celebration time: AVM Studios' 
Guhan says the year is important 
as it is their diamond jubilee 


Marketing Mass Hysteria 
The studio has more than succeeded. 
Ask anyone involved with Sivaji for 
their opinion on the film and the an- 
swer you are almost certain to get 
is, "It's not a film, it's an experience." 
The project was conceived in August 
2005 and it was immediately clear 
that it had to be something big, since 
it was Rajini's 100th Tamil film. *The 
film was conceived to be a magnum 
opus. It became a best-seller even be- 
fore it started; that is the kind of pull 
Rajinikanth has," points out AVM 
Studios’ CEO S.C. Babu. The produc- 
ers ensured that they had the best 
names in the business, including di- 
rector Shankar and music composer 
A.R. Rahman. Other prominent 
names that were involved were art di- 
rector Thotta Tharani and cine- 
matographer K.V. Anand. 
Interestingly, this was AVM's first 
film that was launched without a re- 
lease date. "Shankar told us that he 
would find it difficult to work if there 
was a release date," quips Guhan. 
Like any other film, it was impor- 
tant to start production with a basic 
budget in mind and BT gathers that 
this was around Rs 40 crore. It is a 
different story that the money 













Big bucks: The rights for Chennai were sold for Rs 6.5 crore. Abirami's 
Ramanathan says this is four times more than what is normally paid 


producers eventually spent was 
twice as much. "Money was never 
an issue and we never did put a 
budget to the film," says Guhan. 
For those who have seen the 
movie, the money spent is more 
than visible. Dance sequences in 
Spain, extravagant costumes, a re- 
freshingly young Rajini and high- 
quality computer graphics are just 
some of the ingredients that have 
gone into the making of this block- 
buster extravaganza. For instance, a 
part of the film's music required 
Rahman to go to the Czech Rep- 
ublic in search of a 40-man 
orchestra. *We actually used a harp 
for this and that is not very 


THE MONEY SPINNERS 


Kollywood's top hits since 2000... 


common," reveals Babu. The music 
composed eventually became part of 
the background score. Likewise, a 
particular fight sequence required 
an open air theatre that was not 
easily available. The director sim- 
ply decided to create it exclusively 
for the film. “It is a landmark film 
not just for the AVM banner but also 
for the Tamil film industry. This is 
because of its global acceptance," 
says the head of AvM Studios, M. 
»aravanan, son of A.V. Meiyappan. 

The pre-sale part of the film 
was important and AVM decided to 
go about it a little differently. There 
were various components to this 
and some of the more crucial links 


were revenues from distribution, 
music, downloads and home video. 
In a city like Chennai, a big market 
for Rajini films, getting the distri- 
bution right was critical. The rights 
for Chennai were sold to Abirami 
Mega Mall and Gv Films for Rs 
6.5 crore. "This was the highest 
ever paid to distribute a film in 
Chennai and at least four times 
more than what is normally paid," 
says Abirami's Ramanathan, who is 
also a well-known exhibitor. 

The gamble seems to have paid 
off for Ramanathan. The collec- 
tion at the end of the first week 
was Rs 2.2 crore, of which his share 
was Rs 1.4 crore. “My share from 
the second week's collections was 
Rs 1.2 crore. I am looking at a 
seven-week period to recover my 
money," says Ramanathan. 


A Non-Tamil Success 

The stories from other centres make 
for even better reading. H.D. 
Gangaraju, who coughed up Rs 
3.25 crore to distribute the film in 
Karnataka, expects to make at least 
three times the amount. “Rajini is a 
phenomenon and given the mas- 
sive success of his previous releases, 
we were confident of the success of 


...and Bollywood's all-time hits. 





Year Film Revenue 
2000 Thenali 30 1975 Sholay 30.15 236.45 
2000 Khushi 18 1994 Hum Aapke Hai Kaun 60.00 126.20 
2001 Minale 13 1957 Mother India 3.50 120.76 
2001 Dil 13 1960 Mughal E Azam 3.50 106.33 
2002 Villain 30 1978 Muqaddar Ka Sikandar 11.50 104.82 
2002 Run 22 1969 Aradhana 5.80 96.67 
2002 Gemini 21 1995 Dilwale Dulhaniya Le Jayenge 50.00 95.32 
2003 Saamy 31 2006 Dhoom 2 83.52 87.52 
2003 Kakka Kaaka 15 1973 Bobby 7.00 86.88 
2004 Vasool Raja MBBS 40 1977 Amar Akbar Anthony 9.50 86.59 
2004 Ghilli 33 2006 Krrish 81.46 85.36 
2005 Chandramukhi 75 1964 Sangam 3.75 84.13 
2005 Anniyan 45 2001 Gadar 65.00 82.97 
2006 Varalaru-History of Godfather 50 1996 Raja Hindustani 45.00 78.75 
2006 Vettaiyaadu Vilaiyaadu 45 1977 Dharam Veer 8.50 77.47 
Figures in Rs crore Source: Industry and ibosnetwork.com 
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bt films 


Sivaji,” he gloats. Overall, the pro- 
ducers released 660 prints in the 
domestic market—360 in Tamil 
and the rest in Telugu—and 155 
prints abroad, where at least 90 per 
cent was in Tamil. 

À comparison with the Yash Raj 
Films’ new release Jhoom Barabar 
Jhoom tells the story. While Sivaji 
was released in just 12 screens in 
the UK, Jhoom Barabar Jhoom was 
released in 47 screens. That number 
was not enough to prevent Rajini's 
movie from breaking into the UK 
Top 10—at number nine—for the 
opening weekend, ahead of Fantastic 
Four and Ocean’s Thirteen. The 
rights for the overseas markets were 
sold to Ayngaran International, 
which is said to have acquired it for 
around $3 million. “Normally, they 
release five prints in the UK. We 
will now be releasing two more 
prints with English subtitles," says 
Guhan. By comparison, 
Rajinikanth's previous film, 
Chandramukhi, was released in the 
UK with five prints. “Breaking into 
the UK Top 10 was a bit of a sur- 
prise,” admits Saravanan. The $25 
price per ticket in the us over the 
opening weekend and the expected 
success in key markets like Japan 
could well turn out to be a money- 
spinner for the film. “What has 
been most appealing to the audi- 
ence is the combination of 
Rajinikanth, Shankar and 
Rahman,” says Ayngaran’s Director 
K. Karunamoorthy. 

Back in the domestic market, 
there have been several more sur- 
prises. For instance, it was released 
in 45 screens in Hyderabad as 
against 38 for Andhra megastar 
Chiranjeevi's last release, Shankar 
Dada MBBs. The first week collec- 
tions in Hyderabad and nine 
adjoining districts was an impressive 
Rs 6 crore. Today, Sivaji is playing 
in centres like Jalandhar and 
Lucknow. In Kolkata, the film was 
released in three screens—Inox City 
Centre, Inox Forum and 89 
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Cinema. “The average occupancy 
on weekdays was a healthy 45 per 
cent and it was houseful on Sunday. 
This was without any promotion, 
marketing push or merchandising. 
This is the first time that 89 Cinema 
has released a Tamil film," says 
Prashant Srivastava, vr, 89 Cinema. 

Mumbai too was a high 
performing market and the rains 
could not do very much to deter 
Rajini fans. Yet, “if it had not rained, 
the film would have done better 
business", reckons Nambirajan, MD, 
Ganesh Films and owner of 
Mumbai’s Aurora Cinema. He was 
the distributor for Sivaji in North 
India, which for Nambirajan includes 
Mumbai. Initially, he bought 18 


prints, but quickly more than dou- 


bled the order to 40. “In 
Maharashtra, we had 99 per cent 
collections in the first week and we 
should recover our investments in 
about 3-4 weeks,” says Nambirajan. 
The story is similar in Delhi, he says. 

By all accounts, there is no stop- 
ping Sivaji for sometime at least. 
While so far there has been talk of 
just ticketing revenue, the monies 
that will accrue through home 
video, satellite television rights, 
music, downloads are yet to be 
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Arunachalam 28 
Padayappa 40 
Baba 20 


Chandramukhi 






estimated. The satellite rights have 
been sold to Kalaignar Tv, while 
the deal for ringtones and down- 
loads has been struck with 
hungama.com and galata.com. For 
now, it may be difficult to estimate 
how much all this will add up to. 
But it’s safe to say that it will be the 
sort of number that most Indian 
movie producers only dream of. 8i 
ADDITIONAL REPORTING BY 

E. KUMAR SHARMA, 

RITWIK MUKHERJEE, AND 
RAHUL SACHITANAND 
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IS INDIA 


UNDER-ADVERTISED ? 


Going by the figures, it is 
a big ‘yes’. 
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Estimated figures are advertising spend as a percentage of 
GDP for 2007 Source: Group M 
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ET'S BEGIN WITH THE GOOD NEWS, SINCE THERE'S 
not much of it to go around, anyway. The 
Indian advertising industry is doing pretty 
well for itself, growing at 20 per cent in 
2006, and expected to end calendar 2007 
with another robust double-digit growth 
number. The good news pretty much ends 
there. If the Rs 15,000-crore industry is surging ahead, it's be- 
cause the economy is galloping at a rapid pace—GDP of 9 per 
cent is now par for the course—consumer prosperity is 
increasing, more and more companies (Indian and global) are 
making their presence felt with large advertising budgets, and 
there's been a spectacular growth in media vehicles, which, in 
turn, is leading to an increase in media penetration. 

So, what role is the advertising industry playing in its own 
growth? If it is playing a role, it isn't a very large one. 
Consider: Globally, advertising makes up 1 per cent of GDP. 
In the western world, it's 1.5 per cent. In some smaller mar- 
kets—like Malaysia— it makes up 2 per cent of Gpp. In 
India, a country where a 10 per cent increase in mobile 
phone penetration improves GDP by .75 per cent, advertising 
as a per cent of the total GDP is only 0.34 per cent. The upshot? 
India is a highly under-advertised economy, so to speak. 

"Advertising is the ‘Wonder’ in Wonder Bread," said J. 
Richards, a renowned advertising professor at The University 
of Austin, Texas, in 1995, 

In India, going by the hype and the sundry awards it suc- 
ceeds in pocketing, advertising would appear to be the 
‘Happy’ in Happydent White. The campaign essentially 
extols the virtues of how chewing gum can make teeth 
white enough to be able to shed light in the dark. But such 
award-winning campaigns may just be stray flashes of genius 
in an industry that’s floundering in the gloom. If that 
sounds like too strong a statement, hear out Pratap Bose, 
CEO, Ogilvy & Mather: “We seem to be catapulting into a 
situation; falling into a ravine very quickly and there’s 
nothing to hold us back at all.” 

So what's eating the ‘Wonder’ in the Indian Wonder 
Bread? Plenty, actually. Attrition rates are sky-rocketing, the 
client-agency relationship isn't quite that (a relationship) 
any more, agencies appear unable to agree on too many 
things (at least, the important ones), and there's no single uni- 





Advertising, as one wise man put it, is the ‘Wonder’ in Wonder 

Bread, the popular American brand. The Indian industry for its part isn't quite 
the 'Happy' in Happydent. Advertising for the chewing gum may have bagged 
numerous awards, but the country's agencies—despite robust growth in 

recent times— would appear to have little reason to smile. DEEPTI KHANNA Bos! 


Why advertising has lost its groove. 


@ Attrition rates are as high as 30 per cent, which is 
catastrophic in a people-oriented business 


@ The client-agency relationship has degenerated. 
Crucial strategic decisions are outsourced to 
consultants and agencies have been relegated to 
the status of suppliers 


@ Agencies are unable to agree upon some standard 
practices—e.g.: The pitch fee—which can help 
safeguard agencies' ideas, strategies and interests 


@ The industry does not have a single unified body, 
yet. There's the AAAI and the AdClub 


@ Agencies have fallen lower on the value chain due 
to their lack of relevance in the eyes of the client, 
and are having a tough time standing their 
ground, upping their value addition and getting 
back up there 


it needs to go higher up in the value chain, anc 


Nakul Chopra/ Managing Director & CEO/ Publicis Network, India 


fied body to represent the agencies. Whispers Of mo 
ing up the value chain" are heard now and then, al 
though nobody is too sure about what exactly exists up 
there, even as the industry's creative captains gravitate 
towards ‘larger issues’ and ostensibly more soul-satis- 
fying pursuits, like film music. 

“No agency is better than its account executives. " 

Morris Hite, quoted in Adman: Morris Hite's 
Metbods for Winning tbe Ad Game, 1988. 

Talent, or rather, the lack of it, seems to have 
gotten the Indian advertising in- 
dustry's suspenders in a bit of a 
twist. With India being at the | 
stage it's at right now, the d ม 
talent issue looms large in all 
sectors of industry. Unfor- 
tunately, advertising has attri- 
tion levels as high as 25-30 per 
cent—as against the overall in- 
dustry norm of 10-15 per cent— 
and is, therefore, suffering more 

















WHOSE INDUSTRY IS IT, ANYWAY? 


A tale of two bodies, and perhaps a third. 


@ The AAAI, feels one section of the industry, is 
fixated on annual award shows, and little else 


@ The counter, of course, is that the other body, the 
AdClub is Ogilvy's darling—it continues to make a 
clean sweep at the AdClub awards 


@ ^t the recent AAAl-organised GoaFest, a plan was 
mooted to launch an Indian Advertising Forum. But 
even if it does see the light of day, will it be a part of 
the AAAI? 


@ Short point: The industry bodies don't seem eager 
to tackle advertising-related issues 


than others. *In a booming economy like India, with 
new industries like telecom, retail and financial serv- 
ices opening up, there are a host of opportunities 
for young people today. We, thus, have to compete 
with not just other agencies for talent, but with a 
whole host of new industries," says Tarun Rai, 
Managing Partner, JwT. Worse still is that advertising 
agencies are the favourite poaching ground for the 
emerging sectors and 80 per cent of advertising 
professionals leave not for competing agencies, but for 


44 Why is it that in our business, a client can line up 10 
advertising agencies to make a pitch and the à... 
client does not need to make any commitmen 


Sam Balsara/ Chairman & Managing Director/ Madison 
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44We have to compete with not just 


other agencies for talent, but 
with a host of new industries PF 


Tarun Rai/ Managing Partner/ JWT 





these sunrise opportunities. 

Adds Prem Mehta, Chairman and Managing 
Director, Lowe Lintas India: “As an industry, we 
keep paying lip service to the fact that our only re- 
source is people, skill and talent; but we haven't done 
anything about investing in it other than poaching from 
the next agency at a higher price. We don't seem to fo- 
cus on it, as a consequence of which I do believe in the 
general sort of sense that the quality of people in the 
advertising business may not be as good as it used to 
be 50 years ago." M.G. Parameswaran, Executive 
Director and CEO, FCB-Ulka, believes the talent war can 
only get worse. *What is the industry body doing 
about driving talent into the industry? I was told that 
the GoaFest (the annual jamboree of the Advertising 
Agencies Association of India, known as the AAAI) 
Was a great way to attract talent. But people who 
went there told me that the vision of advertising 
there was like that of a college fest and that it gave a 
completely wrong image of the industry. It was a bit 
like the parties that BPOs organise for 
their employees." 

Madhukar Kamath, MD and CEO, 
Mudra Group, believes the times 
call for a big positive step to be 
taken to attract talent; whether it’s 
talent that exists in the industry or 
fresh talent coming in. “This is one 
industry that grows by absorbing. 
The fresher the blood that / 
comes in, the more var- 
ied the blood that 
comes in, the 
stronger it gets; 
ours is the only 
industry where = 
variety makes for 
strength." He be- 


lieves that the 


















(— 
m 


IEN 
= 
ก 
i 
es 0 ^ o-—— 


A o. 










” T" 
๒» CFM 
CENTRE FOR FINANCIAL MANAGEMENT 
Director : Dr.Prasanna Chandra 
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HIGHLIGHTS 
Y State of the art curriculum Y World class courseware Y Web - learning support 
Certified Financial Manager - XI Batch 


Where Theory meets Practice 











CONTENTS 
* INVESTMENT ANALYSIS AND PORTFOLIO MANAGEMENT % TREASURY AND FOREX MANAGEMENT 
* PROJECT APPRAISAL AND FINANCING * STRATEGIC FINANCIAL MANAGEMENT 


FOR WHOM 
CAs, ICWAs, MBAs, PGDBAs, CSs, CAIIBs and students in these programmes. 


DURATION : 1 year 


EXAMINATIONS AND QUALIFICATION 
Twice a year. Successful candidates will be awarded the qualification CERTIFIED FINANCIAL MANAGER 


Diploma in Finance (DIF) -IX Batch 


Finance for Non-Finance Executives 





CONTENTS 
# Accounting and Control ซ Financial Management 


FOR WHOM 
Non-finance executives in various areas (like marketing, production, purchase, R&D, HR, and IT), 
entrepreneurs, and software professionals. 


DURATION : 6 months 


EXAMINATIONS AND QUALIFICATION 
Twice a year. Successful candidates will be awarded the qualification DIPLOMA IN FINANCE 


For PROSPECTUS and other details of both the programmes 
visit us at www.cfm-india.com 
Email : info@cfm-india.com % 080 - 2659 7634, 2659 5183, M-98452-32705 


UMESH GOSWAMI 















falling into a ravine very quickly ar 
lose OEO Ogiy 8 Mate | 


Industry has to go out there and build itself in terms of 
talent, and that this can only happen if the rightful com- 
pensation is in play. 

Apart from MICA (Mudra Institute of 
Communication and Advertising) and North Point 
(Lowe Lintas-owned), which train young people in 
the various disciplines of advertising, the industry is do- 
ing very little to fix the imminent talent problem. And 
imminent it is, considering that less than 150 students 
graduate from both of these institutes combined. As 
Mahesh Chauhan, President and CEO, Rediffusion 

DY&R, says: “Our industry is supposed to be a 
people-oriented industry, but our indus- 
try's training inputs are ridiculous. If 
everybody is training so much, then 
why is it that our industry, which is 
supposed to be cutting-edge, contem- 
porary and all those things, looking at HR 
in a stupid way?" For its part, 
Rediffusion has brought 
onboard an in-house 
training person, 
whose only job will 

be to train people 
and co-ordinate 
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alent. But people who went there said it gave 
a completely wrong image of the industry 9! 


training. The trainer is to oversee 
two training programmes a month, 
for every office in the country, in 
every department. Several agencies 
are doing their little bits and bobs, 
but they’re failing to come together 
to tackle the issue. And it’s not the 
only front they’re failing to come 
together on. 


The Pitch Fee 

A couple of years ago, fed up with 
being hired and sacked by their 
clients at the drop of a hat, the AAAI 
decided to introduce the ‘pitch fee’. 
This would mean that any client 
shopping for an agency would have 
to pay the agencies to woo their 
business. With good reason. That’s 
what Sam Balsara, Chairman and 
MD, Madison, thinks. “We don’t 
go up to doctors and lawyers and ask them to pitch for 
our business. So why is it that in our business, a client 
can line up 10 advertising agencies, who work like don- 
keys for one week at least, and put on display a range 
of strategies—including execution—with absolutely 
no commitment from the client?" 

Alas, the concept of a pitch fee has flopped. If it had 
worked out, it would mean that for starters, the client 
in question would have to be serious about wanting to 
change from its existing agency. Second, it would 
also mean that because it was costing them, clients 
wouldn't be able to line up 15 agencies and demand a 
beauty pageant. Says Lintas’ Mehta: “The purpose 
of that—and I recommended it myself to AAAI—was 
not to earn money. It was to bring back a healthy prac- 
tice. I was told that the industry believed it was a 
damn good idea, but when it came to the test, it 
broke down in the first pitch itself. There were two 
agencies that refused to conform, as a result of which 
the whole thing fell apart. And there's no one to 
blame for that but the advertising industry ourselves." 
The pitch in question was the one for Indian Airlines. 
Of the six agencies who'd all agreed to charge a fixed 
pitch fee, two of them turned rogue and waived off the 
fee without letting the others know. 
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Executive Director & CEO/ FCB-Ulka 


At IIPM the Degree that our students get is just incidental. They do a course in Entrepreneurship which 
incorporates MBA * MA (Econ.) * Compulsory Marketing Specialization 
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+ Awesome Communication Skills Training 


IIPM provides 


100% of IIPM graduates have international exposure through our Global Opportunities and Threat Analysis programme & get exposed to 
more than a dozen different professors & management gurus from Ivy League universities like Harvard, Yale, Columbia and top B-Schools 
like INSEAD, IMD, LSE, LSB, Wharton etc. 
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IIPM Alumni include the Managing Director of Fuji Xerox, HongKong, Executive Director Business Strategy & Dev., Oracle Corp., Singapore... 


For Campus Placements call Prof. Rakesh Malhotra at +91-9873399108 or Prof. Shouvick Dutta today at +91-9892261539 
E-mail : info@iipm.edu; www.iipm.edu 


^. Celebrating 33 years of academic excellence!! <š 


9 fully networked smart campuses | Ranked 8th in India overall, 2nd in industry interface & 4th in course 
contents | 400* permanent faculty members | 700* companies for campus placements annually 
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44 We keep paying lip service to the fact that 
our only resource is people; but we haven't done 
anything about investing in it 99 


Prem Mehta/ Chairman & Managing Director/ Lowe Lintas India 


One of the biggest drawbacks of the pitch fee, as 
Bose puts it, is enforcement. “I do not think that the 
AAAI mandate that you have to charge Rs 20,000 to a 
potential client to pitch will work; it's never worked 
anywhere in the world. And certainly not for a token 
of Rs 20,000; it has to be much higher, maybe Rs 5 
lakh or even Rs 10 lakh, for the client to take it seri- 
ously; but it can't be some piddly amount." 

"The relationship between a manufacturer and bis 
advertising agency is almost as intimate as tbe rela- 
tionship between a patient and his doctor. Make sure 
that you can live happily with your prospective client be- 
fore you accept his account.” David Ogilvy, Confessions 
of an Advertising Man, 1971. 

That was in the good old days. Says Rediffusion’s 
Chauhan: “Earlier, when the client was considering a 
new product, he would call us up, ask us what we 
thought of it, and then we worked together on things 
like research, and moved on from there.” Nowadays, 
he explains, those clients are very few and far in-be- 
tween. Most of the clients do all that work with research 
companies themselves; a lot of people on the clients’ 
side today come from advertising backgrounds, and 
clients deal directly with marketing consultants, or 
independent advisors. 

FCB-Ulka's Parameswaran is quick to point out that 
the advertising industry globally, as well as in India, was 
at one time seen as a partner at the CEO level. Then the 
engagement level of the agency would be with the 
client at that level. “Over the last several years, the ad- 
vertising agency’s level of involvement has moved 
down the hierarchy, while the CEOs and heads of mar- 


keting are busy talking with ana- 
lysts. As a result, while advertising is 
being used for creative ideas, strat- 
egy is being outsourced to consult- 
ants; and this is a complex problem 
globally. We are being seen as ‘sup- 
pliers of ads’. Just like you have 
someone supplying stationery, and 
furniture, you’ve now got some- 
one supplying ads.” 

Nakul Chopra, Managing 
Director and CEO, Publicis Network, 
India, believes that the real issue 
for the advertising industry is that it 
needs to go higher up in the value 
chain, and be more accountable for 
the value it professes to be able to 
bring to the table. 

To be fair, some of the issues 
confronting Indian advertising are 
global in nature. Consider remu- 
neration, for instance. Should agen- 
cies be asking for royalties for their ideas? This assumes 
significance internationally at a time when more and 
more 30-second spots are making the crossover to 
30-minute Tv shows. The most recent campaign to take 
that leap is of us insurer Geico’s ‘Caveman’ campaign 
that’s given life to an ABC sitcom. Says JWT’s Rai: “I do 
think a remuneration approach which combines a 
base fee along with a royalty linkage may be something 
agencies should be discussing with clients. It’s a bit like 
how an author of a book or a singer may approach re- 
muneration.” But Rai does concede that “the ownership 
of the idea opens up the IPR debate. I think this debate 
is overdue because I feel that the idea that the agencies 
come up with is undervalued". Another global challenge 
for agencies is to cope with the rapidly-changing world 
of digital media, and identify emerging technologies that 
will ensure their clients are ahead of the rest. Making 
the transition to interactive advertising may not be as 
simple—as one industry honcho thinks it might be—as 
the change from print to television. 

Back home, however, an agency chief who shall 
remain unnamed sums up the domestic quandary 
rather succinctly. Two of the biggest names in Indian 
advertising—who alas will also have to stay 
unnamed—it would seem aren't exactly focussed 
on the problem at hand. *One guy's current biggest 
issue is still: *How do we rise above racism towards 
respect and tolerance in society,' and the other still 
writes poetry to escape from the mad world of ad- 
vertising, as well as every single television commer- 
cial to come out of his agency, well, because he 
does!” Bitchy, but perhaps pithy too. 8i 
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BIO Mop- ups 


ICICI Bank, SBI and a host of other 
banks have mobilised thousands of 
crores or plan to do so soon. But given 
their growth momentum, they will 
probably have to come back for more. 
ANAND ADHIKARI 


VER THE LAST TWO YEARS, THREE CHINESE 
banks have raised more than $37 billion 
(Rs 1,51,700 crore) by selling equity to 
investors worldwide. This includes the 
$19-billion (Rs 77,900-crore) IPO of the 
Industrial & Commercial Bank of China, the biggest 
Chinese bank, in October 2006. This float, the largest 
in history, was absorbed within minutes of its launch. 
Why did global investors choose to ignore the rampant 
corruption and high incidence of non-performing assets 
(NPAs) at these banks? Many market analysts feel that 
investors treated these banks as surrogates for the 
booming Chinese economy. The prospects of the 
banks riding this boom to higher returns overruled any 
unease they may have felt at the bugs in the fine print. 
Indian banks may not have the same scale as their 
Chinese counterparts, but the sector, as a whole, can, 
likewise, be treated as a proxy for the booming econ- 
omy. And sure enough, several Indian banks are 
tollowing their Chinese peers to the global and domestic 
capital markets, albeit on a much more timid scale. 
In April, Icici Bank CEO Kundapur Vaman Kamath 
surprised the market by launching a $5-billion (Rs 
20,500-crore) equity offer, the largest in Indian history 
(surpassing the record $2.3 billion, or Rs 9,430-crore, 
ONGC issue three years ago). India’s second-largest 
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K.V. Kamath/ MD & CEO/ ICICI Bank 


"If you look at the Indian banking sector, it's 
still very small. This (issue) will provide the 
foundation for us to grow" 


bank, analysts speculated, was plotting to dethrone 
State Bank of India (SBI) from its perch at the top of the 
country's commercial banking totem pole. But that 
will take some doing. Close on the heels of Kamath's 
announcement, SBI Chairman Om Prakash Bhatt 
announced a programme to raise Rs 50,000 crore in 
capital over the next 2-3 years. 

The goal at both these banks is to quickly scale up 
to the size of their international rivals—despite their 
"behemoth" status in India, both banks are, in fact, 
pygmies compared to the Citi Groups and the Bank of 
Americas of this world. *If you look at the Indian 
banking sector, it's still very small. This (issue) will 
provide the foundation for us to grow," media reports 
quoted Kamath as saying. The growth bug, in fact, has 
bitten not just these two banks. Others, such as HDFC 
Bank, uri Bank, Centurion Bank of Punjab and Federal 
Bank, have also chalked out aggressive plans to raise 
capital and expand (See Big Appetites). Even Bank of 
India (Bor), which got embroiled in the Ketan Parekh 


ICICI Bank BIG APPETITES 


Just four banks plan to raise about Rs 80,000 crore over 
MOBILISATION PLAN the next few years. 


State Bank of India 


MOBILISATION PLAN 









Already raised Tier-| capital. 
In addition, the limit for Tier-Il debt 
Capital is about Rs 44,000 crore. 


UTI Bank 


MOBILISATION PLAN 





A mix of debt and equity in the 
next 2-3 years. The requirement for 
2007-08 is Rs 15,000 crore 


HDFC Bank 


MOBILISATION PLAN 







A mix of GDRs and debt this 
year. Plans to raise Rs 2,400 crore of 


equity capital. 






(Source: Market ) ao 
Fresh ADR issue later this year 


Already raised Rs 1,390 crore through a 
preferential offer to HDFC 


WHY BANKS 
NEED BILLIONS 


The reasons range from finding money for 
lending to provisioning norms to covering NPAs. 


7 Credit Growth 

With economy growing at over 9 per cent, 
credit flow from the banking sector is expected 
to grow at 20-25 per cent. 


? Basel-ll 

Basel-l| norms are basic minimum global 
standards for capital adequacy and risk 
management in the fast changing banking 
environment. The deadline for meeting the 
Basel-ll norms is March 2008. 


? AS-15 

AS-15 is an accounting norm for treatin 
employees' retirement benefits. The banks now 
have the option to set off the retirement benefits 
against the profits, while they were previously 
doing it through the reserves. 


7 NPA 

Non-performing assets always surface after few 
years of lending. There is likelihood now 

of NPAs surfacing as interest rates have also 
hardened by at least 2 percentage points over 
the last year. 


? Current Provisioning 

RBI has recently changed the risk weightage for 
home loans above Rs 25 lakh from 75 per cent 
to 125 per cent. Similarly, real estate funding Aditya Puri/ MD & CEO/ HDFC Bank 
requires higher risk weightage. Banks are now a i Gua 
forced to keep a cushion (capital) for such Business opportunities are ;0 large Mat 
emergency provisioning in future. we (banks) have to make investment now. 
Source: BT Research We have to treat a bank like a factory 


bt banks 


scam a few years ago, is believed to be planning a Rs 
4,000-crore capital raising plan, though this could 
not be confirmed till the time of going to press. The 
Indian Banks’ Association (IBA) estimates that public sec- 
tor banks alone will need Rs 1,50,000 crore in capital 
infusion over the next couple of years. 

These plans mark a major trend reversal for the 
Indian banking sector, which has, so far, largely fought 
shy of diluting capital to finance growth. In 2006, for 
example, when credit offtake grew at 30-35 per cent, 
the entire sector (Union Bank of India, South:India 
Bank, Andhra Bank and Bank of Baroda accessed the 
market that year) raised less than Rs 4,000 crore 
through follow-on and fresh equity offerings. Its 
record in the preceding two years was equally timid. 
Only icici Bank had bucked the trend, raising Rs 
8,000 crore in December 2005 and Rs 3,246 crore in 
March 2004. 

Vishakha Mulye, Group CFO, icici Bank, says the 
robust growth outlook of 
25-30 per cent for the bank- 
ing sector, higher capital 
requirements under Basel-Il 
norms, and the absence of a 
well-developed market for 
hybrid instruments are fu- 
elling the large public issues 
by public and private sector 
banks (See Why Banks Need 
Billions). Then, several do- 
mestic companies in the 
manufacturing and services 
sector have attained global 
scale and compete on an 
equal footing with MNCs in 
the global market. Indian banks, though, have not been 
able to keep pace with them. *Today, Indian banks need 
to catch up with the corporate sector both in domestic 
and overseas markets," says Viren Mehta, Partner 
(Financial Services), Ernst & Young. 


15.90 


March'06 
WB ICICI Bank 
Figures in per cent 





Systemic Impediments 
There are several structural issues impeding the growth 
of Indian banks. A Credit Suisse study says Indian banks 
are hamstrung by over-regulation compared to those in 
other Asian countries. The Reserve Bank of India, for 
example, mandates a liquidity reserve requirement 
(statutory liquidity ratio and cash reserve ratio) of 
31.5 per cent; the comparable figures in China and 
Indonesia are 11 per cent and 10 per cent, respectively. 
The over-regulation is also coming in the way of 
banks in the sense that more money is going for statutory 
reserve requirements. The so-called alternative ‘hybrid 
route' of preference shares and debt capital has also 
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Not Good News For Investors 


Returns will suffer in the short to medium terms 





March'07 
I State Bank of India 
Source: Macquarie Research, Religare, Bloomberg 


Partha Mukherjee/ President/ UTI Bank 


“Large banks can raise hybrid capital abroad where 
there is sufficient appetite for Indian paper” 


failed to attract large insti- 
tutional investors into the 
bank. Hybrid capital, in fact, 
is treated more as debt than 
capital. “The upside on 
hybrid instruments is rest- 
ricted due to a fixed rate of 
return,” says E&Y's Mehta. 
There is, thus, no option 
but to raise equity (Tier-l 
capital) from the market. 
However, "large banks can 
raise hybrid capital abroad 
where there is sufficient 
appetite for Indian paper," 
says Partha Mukherjee, President, uri Bank. 

“We need Rs 15,000 crore this year, of which we 
have already raised Rs 5,000 crore,” says sbi's Bhatt. The 
bank will have to wait for the amendment of the SBI Act 
before it can raise further capital. Parliament is expected 
to pass the amended Act, which has been cleared by the 
Union Cabinet, before December this year. The bank, 
which has reported a credit growth of 28 per cent 
last year, meanwhile, is also aggressively looking at 
organic growth and consolidation of its foreign ventures. 
Also on the anvil is a merger of its half a dozen associate 
banks with itself. This will enable it to draw further 
ahead of its rivals—and give its balance sheet more 
muscle to access even greater amounts of money. 

But time is ticking away. “The business opportunity 
is so large that we (banks) have to invest now. We 
have to treat a bank like a factory,” says Aditya Puri, 
Managing Director, HDFC Bank. Adds Paresh 
Sukthankar, Head (Credit Risk & Market), HDFC Bank: 
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“Capital is not so much a source of funding 
as it is an enabler to support growth. Globally, 
banks use capital (which is expensive) more 
to meet the capital adequacy requirements of 
the regulator than to use it for actual lending. 
So, capital supports growth, though it is not 
usually a source of funds for lending." 


Basel-ll Plus 

Indian banks follow higher provisioning 
norms than what is required under Basel-Il. 
Consumer loans in India, for instance, attract 
a risk weightage of 125 per cent against 





O.P. Bhatt/ Chairman/ State Bank of India 


"We need around Rs 15,000 crore this year, of 
which we have already raised Rs 5,000 crore" 


75 per cent under Basel-II. Similarly, home loans, 
the biggest contributor to the sector's retail portfolio, 
attract 50-75 per cent risk weightage against 35 per 
cent under Basel-II. This over-cautious approach 
necessitates the mobilisation of higher amounts of 
money. SBI, for example, has earmarked Rs 5,000 
crore only for meeting its statutory requirements. 

In addition, large public sector banks like shi, 
Punjab National Bank, Bank of India and Bank of 
Baroda are required to follow As-15 (Accounting 
Standard-15, that requires higher provisioning for 
retirement benefits compared to private sector banks 
where there is no guaranteed pension). “We offer 
pension through a third party arrangement like Lic 
or UTI and our only liability is our predefined contri- 
bution,” explains a private sector banker. 

Meanwhile, many banks are already freeing up 
capital by securitising assets or selling off NPAs, wherever 
these are permitted, but these options cannot really 
release the large amounts of capital that banks need to 
finance their growth plans. But help may be at hand. 
“Banks expect RBI to relax the high risk weightage (in 


Market capitalisation in Rs crore 


PYGMIES IN THE GLOBAL 
MARKETPLACE 


Indian banks are still puny compared to their international counterparts. 





Figures as on July 2, 2007 Source: Bloomberg 


the consumer and home loan segments) in future,” 
says E&Y's Mehta. 


Innovative Options 

ICICI Bank has set up a separate holding company for its 
two insurance ventures, ICICI Lombard and ICICI 
Prudential Life Insurance, and its asset management 
company. This company will now independently raise 
resources from the market either through an IPO or the 
debt route. SBI, too, is setting up a non-banking finance 
company (NBFC) for its life insurance and asset 
management businesses thereby delinking them from its 
balance sheet. This restructuring releases them from the 
obligation of making large provisions in their books for 
these businesses, thus, freeing up funds which can be 
invested in core banking functions like retail or 
corporate lending. 

But banks will require even more money in future. 
*We expect the additional capital to support our 
growth requirement for the next three-and-a-half 
years," says ICICI Bank's Mulye. Executives at sbi and 
other banks also proffer a similar time line. 

There's a flip side as well. The expanded equity 
bases will definitely dent banks' returns on equity and 
other parameters like EPS and price-earning ratios that 
are tracked by the analyst community. They do not 
expect any big jump in the return on capital employed 
and return on equity of banks over the next 1-2 years. 
(See Not Good News For Investors). But Mulye isn't 
particularly worried over this. *Any increase in equity 
capital will impact the return on equity till the additional 
money is fully leveraged," she says. 

Given the growth rates in the Indian economy and 
India Inc.'s appetite for funds, that should happen 
sooner rather than later. And if RBI allows M&A in the 
banking space after 2008, it will be fair to expect 
another feverish round of capital mobilisation by 
Indian banks. And who knows? It could well be an icici 
Bank, an SBI or an HDFC Bank that then approaches 
investors with a $10-billion-plus issue. 8 
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The duel is back as Microsoft Corporate Challenge; India's first inter-company team 


building televised competition draws for the third time. The hugely successful 


international format pits India's renowned corporates against each other in the 
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g Pharma's 


Patent Push 


Generic drugs will continue to dominate the Indian pharma market over the next 
five years, but multinational companies are lobbying to shape patent laws to 
protect their profitability over the long term. How far will they succeed? 

BALAJI CHANDRAMOULI AND AMAN MALIK 


OW WE KNOW HOW 
long it takes for 
Chemicals & Fer- 
tilizer Minister Ram 
Vilas Paswan to lose 
his patience—after waiting two 
months, he shot off a letter, late 
last month, to Cabinet colleague 
and Agriculture Minister Sharad 
Pawar, who heads the Group of 
Ministers (GOM) set up to examine 
the pharmaceutical policy. Reason: 





Pawar has held only a single meet- 
ing since its inception. This may 
not be accidental. The GoM was a 
result of the Cabinet's unwilling- 
ness to go along with Paswan's 
regressive proposal to expand the 
scope of price regulation in the 
pharma industry—from the current 
level of 20 per cent to 32 per cent, 
according to government estimates. 
The private sector's estimates are 
much higher; it says the figure is 


What They Want. 


as high as 70 per cent. The impasse 
also reflects the industry's ability 
to unite and lobby against a policy 
that promotes regulation and con- 
trol. “The attempt by the Ministry 
of Chemicals and Fertilizers to 
increase the span of price control on 
drugs in an intrusive manner is an 
area of concern," laments Ramesh 
Adige, Executive Director, Gobal- 
Corporate Affairs & Com- 
munications, Ranbaxy. “Today, the 


MNC and Indian drug companies are lobbyin 
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Indian pharma industry is at an 
inflection point and such a move 
will only be detrimental to 
its growth." 

Beyond this issue, multinational 
pharma:majors like Pfizer, 
Novartis and Eli Lilly, who control 
about 28 per cent of the Rs 35,000 
crore market, don't see eye to eye 
with domestic players like 
Ranbaxy Laboratories and Dr. 
Reddy’s Laboratories. So, it’s not 
surprising that they have made lit- 
tle headway in convincing the gov- 
ernment on issues ranging from 
patents to profit margins (See What 
They Want). 

Says Ranjit Shahani, Vice 
Chairman and Managing Director, 
Novartis India: “The patent law 
in India is not fully compliant with 
internationally accepted best prac- 
tices; for one, there is no clear 


definition of patentability.” The 


Swiss drug major is currently con- 
testing certain sections of the patent 
law in the Madras High Court. 
This follows the rejection of a 
patent application for its cancer 
drug Glivec. The government's 
Patent Office turned down the ap- 
plication on the grounds that the 
innovation in the new drug was 
only incremental in nature. Hence, 
others who are able to develop 
the molecule, can also sell a similar 
drug (generic version). The judg- 
ment, which is due any time, is 
expected to set the tone of things 
to follow in the Indian pharma- 
ceutical industry, since the MN 
pipeline of new blockbuster patent 
drugs is running dry and, globally, 
the number of drugs going off 
patent is on the rise. Not SUTPTIS- 
ingly, the MNCs are clutching at 
every straw to obtain patents even 
on existing molecules they have 
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simply tweaked around. 
Importantly for them, the issue 
of patents on such molecules delays 
the arrival of generics in the market, 
thus, extending the period during 
which thev can milk it. For this, 
they are lobbying the government to 
allow a five-year “data exclusivity” 
period, which will allow them to 
withhold data on clinical research 
from the public domain (which 
generics manutacturers, then, cannot 
access). The government, however, 


remains non-committal on the issue. 


Small Market 


For all the dust that has been 
generated in this space, the market 
size for patented drugs in India will 
remain minuscule, at least, | 
medium term. Says Shahani: “For 
time to come, tif 


some can 


be said that generics will account for 


up to 95 per cent ot the market in 





Ranjit Shahani 
Vice Chairman and Managing Director, Novartis 
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"For some time to come, it can safely be said that generics 
will account for up to 95 per cent of the market in India" 


India." But the patent law—and 
the Madras High Court verdict— 
will determine profitability in the 
long term, and new molecules hold 
the key to this. 

But India is more than just a 
market; it also offers an inexpensive 
manufacturing base. Says Harinder 
Sikka, Director, Corporate Affairs, 
Nicholas Piramal: *Over the last 
five years, our exports have risen 
from 10 per cent of our turnover to 
50 per cent." What is driving this 
trend is regulation. “We can safely 
say that if government brings in 
356 drugs under National List of 
Essential Medicines (NLEM), most 
companies will have to entirely shift 
their focus abroad," he adds. 


Future Tense 

Though MNc yields in India from 
patented drugs is dismal at pres- 
ent, that could change quite dra- 
matically in future. Here's why: 
during the decade ending 2005, the 
government installed a *mail box" 
to collect MNC patent claims on 
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drugs in the market. In line with 
Its policy, the claims have begun to 
be processed over the last two years. 
And, here's the catch: if an MNC's 
claim predates the manufacture of 
the drug in the country by a local 
player, the patent will hold, and 
the manufacturer will have to close 
shop; alternatively, the domestic 
manufacturer can pay a token roy- 


Is the Reduction Enough? 


In Germany, prices ‘ 
were cut across board +14% 
by 20 per cent; in Japan 


by 10 per cent. +0.6% 






2000 2003 204 ว 
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Nearly 576 price decline in 
absolute terms over last 4 years 


Prices of 539 formulations 


Source: ORG IMS 





High Transaction Costs 
Inflate the Final Price 


167.67 4 Final Consumer Price 
7.98 Other Taxes @ 5% 


26.61 Retailer Margin @ 20% 


12.10 Distributor Margin @ 10% 
4.65 Sales Tax @ 4% 
16.32 Excise @ 16.32% 


Factory price 
100 4 ec pe PA 


Figures in Rs 


alty and carry on. This has turned 
the spotlight on Tenvir, Cipla’s 
anti-AIDS drug, since the US-based 
Gilead had submitted its applica- 
tion in the mail box well before 
Cipla began producing it. The first 
line of treatment is already losing ef- 
ficacy with several patients. Hence, 
it remains to be seen whether the 
government accords a patent or 
invokes its power to compulsorily 
license the product under a provi- 
sion in WTO norms that allows 
government to deny patent rights in 
extreme cases, such as medical 
emergencies. 

Also, domestic companies are 
growing faster than the MNCs in 
the generics space. But the ques- 
tion is: is the domestic pharma- 
ceutical industry looking beyond 
the generics business? Says Utkarsh 
Palnitkar, Partner & Industry 
Leader, Life Sciences, Ernst & 
Young: “In India, there are three 
classes of companies—patent chal- 
lengers (in overseas markets) like 
Dr Reddy’s and Ranbaxy; those 
engaged entirely in the generics 
business (Cipla); and companies 
like Nicholas Piramal that have 
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excellent research and develop- 
ment (R&D) backbone and which 
see themselves as partners of fast 
change." 

Over the long term, the only 
model that can deliver sustainable 
growth is one that relies on devel- 
oping new molecules. But Indian 
companies realise that this cannot 
come at the expense of neglecting 
the generics market. 


Regulatory Issues 

While regulation on intellectual 
property is key to investments in 
R&D, there are other market reg- 
ulatory issues that remain to be 
resolved. Unlike in developed 
countries, regulation of the 
pharma industry in India occurs 
both at the state level as well as at 
the Centre. “The lack of central 
control over the industry has led 
issues such as manufacture of spu- 
rious drugs in the country," says 
a senior government official. Adds 
Nicolas Piramal’s Sikka: “The 
European Union has blamed India 
for spurious drugs entering the 
market. The country produces 
some of the cheapest drugs in the 


Malvinder Singh 
CEO & Managing Director, Ranbaxy 





Companies like Ranbaxy are growing faster than the MNCs 
in the generics space. But is the domestic pharma industry 


looking beyond that? 


world and most spurious drugs 
entering the market come from 
mid-sized and small companies.” 

Clearly, a low-cost manufactur- 
ing base cuts both ways; it pro- 
motes contract manufacturing, but 
in the absence of strict monitoring, 
it also spawns spurious drugs. The 
pharma policy seeks to put in place 
a regulator to improve matters in 
this regard. Further, the govern- 


The MNC Point of View 


Foreign drug companies want steps that will 


strengthen their grip over the market. 


Product Patent 


Enforce TRIPS 
compliance 


Drug Price 
Control Order 


Reduce rigours 
of price control 


5 | 





Counterfeit Drugs 
Ensure deterrent 
| legislation against 
counterfeit marketers 


High Import tariffs 
Lobbying for 
reduction in import 
tariffs to ASEAN 
Levels 
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Data Protection & Compulsory Licensing 
Advocate DP for 5 years and limit compulsory licensing 
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ment plans to withdraw licensing 
powers that the states at present 
enjoy. This will ensure standardis- 
ation of the approval process for 
new manufacturing units. *Today, a 
manufacturer, rejected by one state, 
can simply move to another. Not 
only this, he can even sell his prod- 
ucts in the state that refused him 
permission to set up shop," says a 
senior Chemicals and Fertilizer 
Ministry official, referring to what 
is euphemistically called “mis-brand- 
ing" in industry parlance. 

What emerges is a picture where 
the government needs to get its 
house in order and tighten the 
implementation of existing regula- 
tions, rather than look at raising 
the level of regulation. *By checking 
prices, the government is addressing 
the issue of affordability in a 
lopsided manner. The best method 
for that would have been dual pric- 
ing. There is no rationale behind 
everyone paying the same rates for 
medication," argues Palnitkar. 

For that to happen, the govern- 
ment delivery needs to improve. 
For the moment at least, it is bark- 
ing up the wrong tree—that of 
raising the number of drugs under 
price regulation—to meets its 
so-called “socialist” objectives. m 
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Indian IT went from $5 billion nto near 
$50)billion in just a decade. But growth 
hereon will need vastly different MAI 
Strategies. A special report on _ af e&t 
The Indian IT/ITES Indu stp 
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Finally, some sort of differentiation is taking place among the Indian IT players. That, 


and a more global footprint, is what they will need to blast into 


e next growth trajectory. 


VENKATESHA BABU AND RAHUL SACHITANAND 


‘case tts headcount 
3.000 in three years 


-N MAY 30, THE TOP MAN- 
£ ` agement of India's largest 

| Bg software exporter Tata 
B Consultancy Services (TCs) 

"has found itself thousands of 
kilometres away from their Mumbai head- 
quarters, at Guadalajara, the capital of 
the Mexican state of Jalisco and the eco- 
nomic nerve centre of the South American 
country. Guadalajara, often referred to as 
the City of Roses, would become yet an- 
other location for TCS’ rapidly expanding 
network of global centres, as the com- 
pany—and, indeed, India's rapidly grow- 
ing IT industry—scouts for locations 
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"| The Rise and Rise 
„| Indian IT has been on a roll 18 
over the last 10 years. 16 
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beyond India to expand its operations. 

Nothing surprising, one might think. Except that 
the new centre wasn't just another marketing beach- 
head for TCS. It was the first major investment by an 
Indian IT company and, surprisingly, aimed as much at 
local Mexican clients as the ones across the border in 
the us. An ebullient N. Chandrasekharan, the head of 
TCS's Global Sales & Operations (and the man tipped 
to most likely succeed the current CEO S. Ramadorai), 
had declared that he was impressed by both the mar- 





PHIROZ VANDREVALA 


ket opportunity and the 
opportunity to leverage 
the talent pool. 

It wasn’t empty rhet- 
oric even. In the last five 
years, TCS has hired 5,000 
people across 14 loca- 
tions in Latin America 
and plans to take that 
number to 10,000 in the next two or three years. 
“The entire world is talking of the growth prospects of 
BRIC economies and we firmly believe that we will be 
among the largest IT companies in these countries," says 
Phiroz Vandrevala, Head (Corporate Affairs), TCs. 
India's oldest and biggest rr company is already the 


"In the world's 
fastest-growing 
markets, the largest 


IT vendor could 
be Indian" 


n 


เพ พ ล ม ล น จ ถา ก HSAW 


WANTED: DIFFERENTIATION 


Slowly, but surely, the top Indian IT vendors are 
beginning to look different. 


TCS 

m Trying to be a global vendor to eventually rival IBM and Accenture 

m Backed by a large global presence, with 10 per cent of workforce overseas 

m Strong focus on domestic market 

m Growing presence in fast growing verticals such as BPO and remote 
infrastructure management 

m Using M&A to put together mid-sized synergistic deals 


๒ Strong presence in banking, insurance and financial services 

m Has been the most aggressive player in consulting space with 
substantial upfront investment 

= Emphasis on newer lines of businesses as well as getting greater chunk 
of revenue from newer markets 

m Strong branding spend to get recognised amidst the clutter 

m= Focus on non-voice BPO 


RET 
i 
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พ Large presence in outsourced R&D market 

m String of pearls M&A strategy to quickly build presence in Europe and 
North America 

พ Early and large presence in BPO 

m Strong presence in semiconductor industry 

m Moving away from being a mere system integrator to a total solutions 
provider in the domestic market 








E Industry s leading package implementation service provider 

๓ Trying to build strong consulting front-end 

m Substantial expertise and presence in delivering solutions to 
the manufacturing sector 

๒ Growing presence in business intelligence 

m Differentiated BPO with focus on areas like animation 


๒ Moving away from excessive focus on the top-end of market to mid-end 
m Blue Ocean strategy of targeting new markets not sought after 
by competition 
พ Strong presence in European BPO market and India 
พ Understands hardware, besides software 
m Strong player in remote infrastructure management 
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centre in Rovaniemi, Finland 
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Infosys hasa 
presence in China 
and Eastern 


largest IT player in Brazil, 
its joint venture in China 
makes it one of the 
country's top firms, and 
in Russia, TCS has struck 
large deals with local 
banks to boost its pres- 
ence. “In the world's 
fastest-growing markets, 
the largest IT vendor 
could be Indian,” says Vandrevala. 

rcs is not alone in this exercise. The Indian rr in- 
dustry, having virtually invented the global delivery 
model (GDM) of shipping work back to India with 
only a small front-end, is re-inventing itself. Having re- 
alised the limitations of the exisiting model, Indian r1 
vendors are building up delivery capabilities with a 
vengeance. While GDM Ver 1.0 helped Indian compa- 
nies pluck low-hanging fruits, now as they chase larger 
deals, it becomes imperative for them to have real 
global delivery capabilities. 

More importantly, they must begin to differentiate 


Europe (Romania) 
and is now looking 
at South East Asia 


The Offshore Destinations 


F]CANADA 
$8 billion 


[ว ู ห อ บ เพ อ 
$80-$120 million 







EJ russia 
$1.8 billion 


E] oraziL 


MEXICO OT 
$500 million 


$200 million 


Source: TPI 
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SUDIP NANDY 


Chief Strategy Ofici 


themselves. So far, all the 
big players have been of- 
fering similar services 
such as application de- 
velopment & mainte- 
nance, package imple- 
mentation, and testing. 
But now, to stand out in 
a commoditised business, 
they must emphasise 
their unique strengths 
(see Wanted: Differentiation). 


It's a Global Play 


Infosys' only acquisition till date of Expert Information 
Systems (now called Infosys Australia) was a move in 
that direction. Kris Gopalakrishnan, MD and CEO, 
Infosys, says: “While Indian vendors may have picked 
the low-hanging fruit in the offshore rr market, we be- 
lieve that we've targeted less than 10 per cent of the 
overall market. We are gearing up for the next wave of 
growth from newer markets, newer verticals and our 
ability to deliver across the globe." As part of that 
transition, he says, Indian com- 
panies will need to broaden their 
global delivery and target the 
larger contracts dominated bv 


"We ve 8,000 people 


in the Americas and 
Europe and we will 


build and buy our 
way to several 
thousand more” 


Hom ต global giants such as IBM and 
Accenture. In the same breath, he 
says that Indian IT vendors have 

Bl inpia matured over the years and, there- 


$31 billion fore, are bagging bigger deals that 


also involve business transforma- 
tion, and not just managing 
processes. “I, therefore, believe 
that we will be able to sustain the 
30 per cent plus kind of growth," 
he says. Infosys already has a pres- 
ence in China and Eastern Europe 
(Romania) and is now looking at 
South East Asia for new centres. 

Wipro, which has been on an 
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acquisition spree over the last couple of 
years, has bolstered its European and 
American development capabilities. *As a re- 
sult of these deals, we've increased the per- 
centage of local population from 10 per 
cent to 30 per cent in Europe and we want 
to eventually have as much as 10 per cent of 
our overall workforce from outside India," 
says Sudip Nandy, Chief Strategy Officer, 
Wipro, who spearheads the company's 
much-vaunted string of pearls acquisition 
strategy that saw it buy a variety of compa- 
nies across Europe and North America. 
*We already have around 5,000 people in 
the Americas (revenues: $2 billion) and 
around 3,000 in Europe ($1 billion) and 
we will build and buy our way to several 
thousands more," he adds. 

In the case of 165, non-Indian employees 
constitute 5 per cent of the total headcount, 
but Vandrevala says that could easily go up 
to 10 per cent or more in the next couple of 
years. While Tcs in Latin America is ex- 
pected to scale to around 10,000 people by 
around 2010, its other geographies too will 
develop rapidly, with the company plan- 
ning to scale its China operations from 1,000 
currently to 5,000 in three years and set up 
a chain of development centres in Eastern 
Europe (of around 500-1,000 people each) 
to target that region's proximity (and foreign 
language capability) to the lucrative Western 
European market. 


Eyeing Bigger Deals 

Indian IT’s globalisation surge, says John C. 
McCarthy, Vice President, Gartner, is being 
driven primarily by three factors: One, 
clients’ need for support for their global 
operations outside India; two, the need to tap 
new talent pools; and, three, the quest to de- 
velop the ability to win and execute larger 
and more complicated contracts. “Service 
providers have invested in a global pres- 
ence because they want to be global companies and 
serve their client’s footprint, says Atul Vashistha, CEO, 
ท ๕ ๐ [1, an offshore advisory services firm. “They realise 
that their success depends on having diverse capabilities 
with consistent quality.” Adds R. Chadrasekaran, 
President and Managing Director, Cognizant 
Technology Solutions: “Bolstering your presence in 
China, for example, gives you a foothold into the latent 
far-eastern (read: Japanese and Korean) markets, which 
are just beginning to open up for many Indian vendors.” 
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(1/3 of revenue is R&D) 
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Quality methodologies and programmes 


Paul in 2005 
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m STRENGTHS: Diversified business provides stability and diversified growth 
m Aggressive investor and adopter of "integrated" offerings that combine 
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m STRENGTHS: Subject-matter research team leads investment of targeted 
markets with expertise 
อ ย ท ลา a t including knowledge 


management & transition 
m Culture empowers client teams to do the "right thing" first and resolve 
internal issues later 


m STRENGTHS: Expanding strength in packaged applications into business 
analytics and intelligence 
m Presence a vias (az ก ล ล่อ ๒ 


largely unchallenged 
m Primary presence outside Bangalore and Mumbai hot spots for talent 
and recruiting 
m CHALLENGES: Lags competitors in creating industry-based channels and 
corporate messages 


Chandrasekaran says that China will be Cognizant's 
next big presence outside India, with regional and lo- 
cal centres supporting its larger facilities. While it has 
around 350 people in China currently, it says that 
the number will double in the next 12 months and that 
it will also expand its presence in Argentina. 

TCS is already reaping the benefits of a larger 
global footprint, says Vandrevala. “New businesses 
account for around 18 per cent of our revenue and 
as we expand, we think this will grow rapidly," he 
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M&A ON THE HORIZON - 
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Jangling a nice deal in front of them (a strategy 
. it has pursue . Says the CEO of a large Indian IT com- 

pany in silent period: “Large c X r acquisitions don't 
have a good track record of succeeding. It takes up 
management bandwidth in integrating such an acquisi- 
tion and takes our eyes off the market place." However, 
diligi inilio tentia hanc 














r, Wipro. What's also 
แพ แอ อ 
large MNC 


$1 billion in revenues) by players. 


says. Nandy of Wipro reckons that newer service 
lines such as remote infrastructure management 
and package applications would see Indian vendors 
moving away from non-production areas into more 
business critical segments. *To be recognised among 
the top 5-6 IT vendors globally, Indian companies 
must undertake work that is more core to their 
customer and begin engaging in multi-billion dollar 
deals currently dominated by the likes of IBM and 
Accenture," says Sid Pai, Partner, TPI, an offshoring 
advisory firm. 

Tier-2 rr companies, too, are following suit, with the 
likes of HCL Technologies and Satyam Computer 
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planning significant expansions overseas. “A global 
operating structure with integrated services offering is 
imperative to our success,” says Vineet Nayar, President, 
HCL Technologies, a company which has recently 
opened a centre in Poland with 100 local employees 
> to enhance its focus on the European market. 
HCL is the largest ICT company in Northern 
Ireland and Poland, and has 600 people at its 
Canberra (Australia) centre. Satyam, meanwhile, 
operates out of 22 locations globally and like its 
bigger rival, TCS, says it plans to have around 
10,000 people in China by 2010. *Three years 
ago, we were serving clients in 42 countries and we now 
serve them in 62 countries," points out Shailesh Shah, 
Head (Consulting and Strategy), Satyam. 

While Indian rr initially moved overseas to open up 
new markets and tap latent talent pools, the next few 
years will see them tapping local multinationals and even 
smaller companies in these countries. *That is part 
two and three of our evolution and will take three or 
four years to begin," says Wipro's Nandy. According to 
Nayar, the choice of location is determined by the 
nature of business opportunity. For example, one of the 
growth drivers in the Antipodes (Australia and New 
Zealand) has been the government sector. 

Setting up centres abroad, acquiring compa- 
nies, and bagging bigger deals, of course, entail 
certain risks. “The biggest challenges are multi- 
cultural and complexity issues," notes Forrester's 
McCarthy. *Systems have to be updated to support 
multiple languages, for instance." An equally big 
challenge is offering the sort of deals that IBM and 
Accenture do. “If you look at the big contracts, 
the customers are asking for a ‘risk-reward’ kind of 
engagement, which essentially means the engage- 
ment is based on clear business outcomes and del- 
ivery across multiple countries, perhaps at 60-80 
countries," says Sandeep Arora, Lead Executive, 
Accenture Delivery Centre for Technology, India. 
His point: The MNC IT majors aren't just geo- 
graphically diversified but have wider capabilities. 

Also, the physical expansion of Indian rr companies 
so far has been limited to developing markets for ob- 
vious reasons—they offer low-cost benefits like India. 
But “to challenge IBM and Accenture, they must now get 
ready to scale up their operations in the us and Europe 
and be willing to bear a significant margin dilution as 
a result", argues TP''s Pai. That will be a big hit, since the 
IT stocks in India have been D-Street darlings because 
of the huge profits they have been churning out year af- 
ter year for a decade now. But, then, the rr companies— 
perhaps even the investors in them—may not have 
much of a choice. The road hereon is unlike the one 
they have travelled so far. 


HOMING IN 


With foreign vendors striking big-ticket domestic deals, will their Indian rivals 
start paying attention to the home market? vr NKATESHA BABU 
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SURESH VASWANI 


VEN AS YOU READ THIS STORY, IBM MAY BE SEWING UP YET ANOTHER MULTI-MIL- 
lion dollar rr outsourcing deal in India. This time around, with Vodafone 
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Wipro has been Hutch. IBM is Vodafone's rr vendor elsewhere in the world. And there is 
one of the strong buzz in the industry that it is in the race with Accenture for a similar con- 
largest systems tract from Reliance Communications, India's second largest cellular services 
integrators in the provider. IBM already offers outsourced IT services to industry leader Bharti Airtel 


domestic market” 





in a deal said to be worth between $750 million and $1 billion, and to Idea 
Cellular ($680-800 million). If it bags Reliance Communications as well, then 


it will be a record of sorts for IBM, not just in India, but globally. 
IBM’s surging success, however, drives home the irony of India's shining IT 
story: the home-grown tech giants—Tcs, Infosys, and Wipro—are almost com- 
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pletely missing in the domestic large outsourcing deals. 
Why? It’s a simple matter of economics. Their code 
jocks are cheaper compared to those in America and 
Europe, not other Indian rr professionals working in 
local companies. The domestic deals, generally smaller 
than those overseas, offer lower margins—sometime as 
low as 7 to 8 per cent. More importantly, domestic IT out- 
sourcing deals were few and far in between. 

But that's fast changing. This year, NASSCOM esti- 
mates, the total domestic IT market (hardware, soft- 
ware, services and BPO) in the country will be worth 
$10.5 billion, compared to $4.3 billion five years ago (see 
The Top 10 Deals). What turned the tide in favour of do- 
mestic outsourcing? Apparently, the success of IBM's 
landmark deal with Bharti. Struck three years ago, the deal 
proved two things: One, that there is a huge potential for 
local outsourcing and, two, that it could be a win-win 
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bt special 


proposition both for the ven- 
dor and the client. Says Nipun 
Mehrotra, Director (Global 
Technology Services), IBM: 
"While it is true that the Indian 
customer is discerning, it is 
wrong to say that the emphasis 
is only on price. He looks for 
value. Instead of just focussing 
on cost cutting, IBM has helped 
Its customers grow revenues." 

While IBM clearly has been 
the market leader, other Indian 
companies like Wipro, TCS, 
HCL and Infosys, apart from 
international players like 
Accenture, Perot Systems and 
HP, are focussing on the do- 
mestic market, where out- 
sourced IT services are worth 
$3.7 billion. Suresh Vaswani, 
President, Wipro Infotech, the 
domestic-focussed arm of 
Wipro, says: "Wipro has been 
one of the largest systems in- 
tegrators in the domestic mar- 
ket and in the last three years 
has won a number of out- 
sourcing deals." Last year, 
Wipro Infotech did about 
$650 million of business, 
which is 20 per cent of Wipro's $3-billion plus topline. 

rcs has also tried to enhance its presence in the 
Indian market. Says S. Mahalingam, CFO, TCs: “We 
value the domestic market more than ever before, 
and we are convinced that this will be a market that is 
likely to grow." Although the margins locally are 
smaller compared to offshored deals, Mahalingam 
says TCS could not have done the complex deals abroad 
if it had not done the domestic deals. 


NIPUN MEHROTRA 


"Instead of just 
focussing on cost 
cutting, IBM has 


helped its Indian 
customers grow 
revenues" 


'Cooptition' 

For all the players, the dynamics of the domestic mar- 
ket have meant a strange combination of competing and 
co-operating at the same time. In the $150-million 
Bank of India deal, HP and Infosys came together. In the 
IT outsourcing deal at Vijaya Bank, arch rivals Infosys 
and Wipro jointly won the contract. (After the telecom 
companies, banks have been active IT outsourcers.) 
The domestic IT market is thus no longer a pariah for 
large tech companies as a multitude of companies 
from Dabur to Bharti, and from Bank of India to Indo 
Rama begins to make serious investments in their 
technology set-up. “IT is no longer a luxury for many of 
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these companies, since they are 
now part of a global ecosys- 
tem and need to have systems 
in place with their global cus- 
tomers, vendors and suppliers," 
says Arup Roy, Senior Analyst, 
Gartner, an IT consultancy. 
Agrees Nagaraj Bhargava, 
Director, SAP India: “A small 
auto parts company in southern 
Tamil Nadu, for example, must 
be able to integrate seamlessly 
with its German customer's 
database systems or supply 
chain tools." 

While some big-ticket deals 
have been announced over the 
last few years, most industry 
watchers and analysts believe 
that this is just the beginning. 
"There will be heavy investment in the government 
sector, since the defence sector alone is expected 
to spend around $500 million on communication 
and technology needs, besides which the national 
e-governance project too will soon roll out," says 
Nagendra Venkasamy, Managing Director, Juniper 
Networks India. “We will see companies soon 
break up their contracts into specialised deals for 
each specific technological requirement," reck- 
ons Gartner's Roy. *For the moment they have 
only outsourced their rr department to an IBM 
or an Accenture to manage their existing IT systems. 
They will soon invest in upgrading, overhauling and re- 
inventing their technology set-up." 

While most of the spending on 11 was initially re- 
stricted to large corporations (and local arms of global 
multinationals), the last couple of years have seen 
strong investment from the SME market, says SAP’s 
Bhargava. He should know. The company’s SAP 
BusinessOne, targeted specifically at the SME market, has 
won over 260 customers to date. “Small businesses 
across industries are beginning to realise the value of rr 
and in some highly competitive markets such as auto 
components, customers are drivers for investment in IT," 
says Roy. And since managing IT is not the core business 
of any of the SMEs in the manufacturing sector, they are 
only too happy to outsource to a specialist. 

No doubt, the same market forces that drove 
companies elsewhere in the world to outsource, 
will drive more and more companies in India to fol- 
low suit. The IBMs and Wipro Infotechs know that, 
and they are waiting. 

ADDITIONAL REPORTING IN BANGALORE 
BY RAHUL SACHITANAND 
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As scale becomes critical, the bigger BPOs are bulking up by buying captives and other 
smaller outfits. And like in IT, the top three companies may become the dominant force. 


RAHUL SACHITANAND, RISHI JOSHI AND AMIT MUKHERJEE 
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IKE MOST OTHER FAST-GROWING THE BIG FIVE 


BPO outfits across the country, the How they stack up 
headquarters of WNS Global 


Services in Mumbai's sprawling industrial = 
suburb of Vikhorli is buzzing with activ- Genpact 245277 10584 na 30,000 


COMPANY REVENUE — PROFIS — M-CAP HEADCOUNT 


WNS เร 111.72 5,124 15,000 


ity as people rush into and out of their 7 et 
Wipro BPO 39h 2157 na 17,464 


shifts and wannabe associates await their 


a è A i : * 7 ) Í 
turn for walk-in interviews. Seated away HCLBPO" GARBER 24.12 na 12,394 
i ๑ 6 : " T 9 3149206 14.396 
from all this frenetic activity, Neeraj Firstsource (2975 372 — 349206 14,396 
Bhargava, the CEO, WNS, which started off Figures in Rs crore na. Not applicable *HCL follows the July-June 

? “Saa ae | financial year and numbers are for trailing nine months 

over a decade ago as a British Airways Source: Companies, table based on NASSCOM ranking for 2005-06 
captive unit, is overseeing its rapid meta- 
morphosis into one of India’s largest third-party players focussed naturally on travel, 
but increasingly over the last couple of years on newer markets such as financial serv- 
ices. Like many of his peers in the industry, Bhargava is a man in a hurry; aside from 
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his existing facilities, WNS is putting together a strategy 
to look beyond large Indian cities into tier-II loca- 
tions and even expand his presence overseas into lo- 
cations in Romania and perhaps Latin America. 

But in a market where scale is king, he will have to 
do much more than just open new centres and focus on 
inorganic expansion. As captives increasingly find it dif- 
ficult to operate in this high-scale market and have their 
margins shaved razor-thin by more efficient third par- 
ties, Bhargava has already strung together a slew of M&A 
deals to jump start his presence in the global market. 
Intrinsic to the WNS growth strategy has been its ploy to 
acquire companies to establish itself in industries where 
it did not have a presence. Over the last four years, the 
company has made five acquisitions. The company 
acquired Town & Country Assistance, Claims BPO, 
GreenSnow, Trinity Partners, PRG Airline Service and 
Marketics Technologies, in the process buying its way 
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into markets as diverse 
as healthcare, analytics 
and mortgage services. 
“We make acquisitions 
in areas where we are not 
present and this method 
has been a very impor- 
tant driver of diversifica- 
tion into new industries 
and services,” 
Bhargava. 


ANANDA MUKERJI 


"A revenue base 
of around $200 
million will 


become the bar 
for large players 
in the industry ” 


says 
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WNS is hardly alone in its endeavours to warp speed 
its growth in the rapidly evolving BPO market. 
Companies both larger and smaller than WNs are trip- 
ping over themselves to try and build the scale and 
skillsets required to stay relevant in this market. *We see 
the industry rapidly consolidating and our clients want 
to see large scale and global delivery capability," says 
Ananda Mukerji, MD and CEO, Firstsource, who says that 
very quickly, a revenue base of around $200 million 
(others prefer to use a headcount of 10,000 employees) 
will become the bar for large players in the industry. 
“We already have around 15,000 people and delivery 
capability across India, the Philippines and will soon add 
more locations to that list,” he says. Rather than become 
large players serving multiple industries, industry ex- 
ecutives like Mukerji believe that the market will get dis- 
tilled into the top 5-10 players, focussing on two or 
three verticals and the rest either dying out or set- 

tling into profitable niches. 

1 h This rash of consolidation and buy- 

| outs is also being fuelled by the in- 
creased interest from global private 
equity behemoths such as Blackstone 
and Texas Pacific that have made ag- 
gressive investments in India. While 
Texas Pacific tied up with Oak Hill 
Capital to acquire Genpact (then GECIS) 
from GE back in 2004, Blackstone’s 
venture has been more recent, when it 
bought out Intelenet from HDFC and 
Barclays for $200 million in June this 
year, with the company growing from 
25 people to over 17,000 at the time 
of the deal. “Private equity missed 
round one of the action in BPO and the 
deal will give Blackstone's portfolio 
direct access to our BPO expertise," 
says Sandeep Aggarwal, EVP (Sales, 
Solutions and Transition), Intelenet. 
Aside from the deals that have already 
been inked, private equity players are 
expected to continue to nose around 
for more deals as captives such as 
eServe head for a buyout. 

For companies that have successful transition, like 
Genpact, the challenge now is to hunt down and ce- 
ment long-term third-party contracts. In addition to 
what it had inherited from GE, Genpact has more than 
35 clients, including two dozen Fortune 500, and the 
total number of clients as of date would be in excess of 
80. “Over the last year, we have added approximately 
15 new clients, including major pharmaceutical firms, 
auto manufacturers, and financial services firms, in- 
cluding major banks and insurers,” says Pramod Bhasin, 
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centre work being shipped 
to India centres a few years 
ago, Indian vendors are now 
being proactively sought out 
to take over and manage 
global facilities for large west 
ern clients. “We started our 
operations in Argentina by 
acquiring the 300-person cen- 
tre for an American (among 
the three largest) telecom 
companies and re-defining 
their enterprise and consumer 
support,” says Mukerji. 

As Indian vendors get 
closer to the core of the cus- 
tomer, they are also begin- 
ning to undertake “higher 
end” work for them, in 
cluding areas such as ana- 
lytics, which actually drive 
their business. At WNS, for 
example, analytics already 
accounts for 27 per cent of 
the company’s revenues and 


CEO, Genpact, who has been with the NEERAJ BHARGAVE this continues to grow as its acquisition 
operator since it commenced opera- Ur พ พ ง of Bangalore-based analytics provider 
tions back เท 1997. More recently, ‘We make | Marketics is fully integrated. Points 
Genpact is believed to have struck a ง โห ห ห ศา ท out Mohit Rana, Principal, AT Kearney: 
deal with Cadbury Schweppes for man- pesi) kir LA ED "As alternative destinations like the 
aging its accounting and HR processes eee ก Ache Philippines and eastern Europe de 
out of India. This fits in with Genpact’s ใน น แน น น น velop, companies like WNs must look 
area of focus so far that has included fi- — i2 BIET as’ to offer more compelling value propo- 
nance and accounting, sales and mar- | 0 1 A Se vices" sition not based just on cost. 
keting analytics, customer services, col- | Increasingly, outsourcing service 
lections, supply chain and information M providers will be asked to demonstrate 
technology. “We don't want massive domain expertise." 

number of customers but just work with the key ones He's right and, in fact, the urge to merge is in part 


and concentrate on process excellence," says Bhasin. explained by the need to acquire newer domain skills. 

Among the top few players, this process seems to Take, for example, WNs’s acquisition of Marketics. 
have already begun with WNs, for example, focussing on The $65-million acquisition made sense because it 
travel and hospitality, Firstsource on financial services immediately gave WNS new capabilities and access to 
and telecom and the largest vendor Genpact, too, ze- (nine) Fortune 200 companies. With most of their 
roing in on financial services and manufacturing to drive multi-billion dollar clients demanding a geographical 
its growth. “We have just tapped perhaps 5 per cent of presence, most of the vendors will also begin to look for 
our target market and are now beginning to move worthwhile acquisitions in the competing low-cost 
away from traditional metrics such as call time turn markets such as the Philippines, Latin America and 
around to newer measures such as process improve- Eastern Europe. In other words, rres will have to go 
ment,” says Firstsource’s Mukerji. From low-end call the IT way. 
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CONNECTING 


THE NEXT BILLION 


How software giant Microsoft and a few others are working 
to make computing affordable and relevant to India's poor. KUSHAN MITRA 








EMI-RURAL SCHOOLS IN THE 

districts surrounding Lucknow 

have a new teaching aid—DvDs 
of classes conducted by teachers in 
upscale urban schools. The im- 
provement in both teaching stan- 
dards and student comprehension 
has been dramatic. Dubbed “Digital 
Study Hall (DSH)”, this project has 
now been implemented in Bangalore 
and Pune as well. 

Kids in several Bangalore pub- 
lic schools are being asked to play 
educational games on their com- 
puters, but instead of having just 
one mouse, the computer has sev- 
eral pointing devices (mice), al- 
lowing the children to collaborate 
or compete with each other on 
just one computer. This pilot proj- 
ect has been so successful, that 
Et you might soon see this at a school near you. 

Both projects were created in the relatively peaceful environs of Scientia, the 
Microsoft Research (MSR) office in Bangalore's upscale Sadashivnagar locality. 
Kentaro Toyoma, Principal Researcher, Technology for Emerging Markets, and 
Assistant Managing Director, MSR, talks about technology with a passion few mar- 
keting people have. “Don’t mistake us (MSR) for your average multinational re- 
search lab in India. What we do here has nothing to do with what Microsoft does 
in the market. We do pure research here, much like an academic institu- 
tion," he says. His brief: to make computers more usable and more relevant to 
Ln. people who are today on the wrong side of the digital divide. 

THIS SHOULD CLICK Microsoft Chairman Bill Gates recently told a conference in Beijing that the 
Children ina company’s new mission is to connect the unconnected. That is particularly rele- 
Bangalore school vant to India because despite the boom in the r1 sector, PC (personal computer) pen- 

ร | etration in the country remains abysmally low. Even though the Manufacturers 
using a multi-mice Association for Information Technology (Marr) says that 6.5 million computers were 
PC ina project being sold in 2006-07, the installed base of computers in India is only around 20 mil- 
run by Microsoft lion, and the number of regular web users around 50 million—in a country of 1.1 
billion. Microsoft makes no bones about the fact that it is supporting or starting 
initiatives that will eventually benefit it through higher Windows rc sales, but the 
initiatives are, nevertheless, still very impressive. 


The Seed 


Like so many other grandiose programmes, this one, too, had rather unspectacular 
beginnings. “A couple of years ago, when we introduced the Windows Starter Edition 
(a performance-restricted but cheaper version of the operating system) and coupled 
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that with cheap hardware from a va- 
riety of manufacturers, we thought PC 
sales would perk up. But sales of these 
cheaper PCs were disappointing and 
didn't meet our expectations," says 
Microsoft India Chairman Ravi 
Venkatesan. This led the company to 
research into consumer behaviour in 
India. “We found that 40 per cent 
of India's top two million households 
do not have computers; these were 
families that could afford the best machines. The issue 
was one of ‘relevance’. So, we set about trying to 
make computers relevant to Indian families," he says. 

The answer was education. Why education? Because 
“Indians spend at least Rs 15,000 crore every year 
on tuitions and remedial classes," says Srikanth B. 
lyer, COO, Edurite Technologies, one of several inde- 
pendent software vendors (ISVs) that Microsoft co- 
opted into its new “Family Education pc” platform, 
which has now been dubbed the IO Pc. “It is a machine 
designed to give first-time computer buyers a good ex- 
perience of computing,” explains microprocessor man- 
ufacturer AMD India’s Managing Director Alok Ohrie. 
The machine, which will use a low-wattage processor 
from AMD, will be manufactured by Wipro Infotech and 
Zenith; the former will make the machine, which is ex- 
pected to cost under Rs 20,000, in a unique small-fac- 
tor size (the same size as an organiser). “It is undergo- 
ing final testing and should hit the market soon,” says 
Kiran Subba Rao, Country Business Manager, 
(Desktops), Wipro Infotech. The first machines from 
Zenith, which will have broadband connections from 
Sify, will shortly be released for pilot trials in Bangalore 
and Pune. The price: about Rs 21,000. 


How the IQ PC Works 


A parent has to switch on the machine and enter details 
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RAVI VENKATESAN (L) 
vith ORLANDO AYALA 


“PC penetration 


is dependent not 
on price but 
relevance" 


of his/her children (two children per family 
machine) onto the computer. If, for example, 
the children are in Class 6 and Class 11, 
the machine will load software relevant to 
those years. "The courses in science and 
mathematics are similar across most boards 
in India; that is why we concentrate on these 
subjects," explains Edurite's Iyer. Every ma- 
chine will also come with 10 free online tu- 
ition classes from TutorVista (see Cool 
Companies in Business Today dated August 
27, 2006), which is making its first foray 
into the domestic market. “If parents like our 
online tuition service, I’m sure they will sub- 
scribe to our regular service which costs 
only Rs 499 or Rs 999 depending on the stu- 
dents’ grades," says K. Ganesh, CEO, Tutor- 
Vista. Even Brilliant Tutorials is coming on- 
board to offer an online testing service for en- 
gineering college aspirants. “The online model 
works much faster than our traditional one,” 
says Brilliant’s CEO S.B. Swaminathan. Karadi 
Tales, an English audio-story service, has also 
been roped in. Says Venkatesan: “The ability 
to speak good English is important. So it 
made sense to have an English language 
learning package on board.” 

Then, MSN, Microsoft’s online portal, has developed 
a new website, www.msniq.com, which allows anybody, 
even those who do not have the 10 PC, to avail some 
services online. “This educational site will become as im- 
portant as the entertainment site that drives the bulk of 
our traffic today,” explains Jaspreet Bindra, Country 
Manager, MSN India. The website, which is already 
“live”, will allow all students to take tests and search for 
study material online, but will only update 1Q PCs with 
fresh content and tests. 

The key will be to arrange financing for computers. 
The overnight depreciation of computers means that 
few institutions offer financing for computers. However, 
Microsoft is planning (for a while) to bring its revolu- 
tionary *Flex-Go" payment system, which it piloted in 
Brazil, into India. The system allows users to pay for the 
amount of computing they need. Unless the payments 
are made, the hardware will *lock up", rendering the 
computer unusable. *We are still working out the fine 
print of bringing this to India," says Venkatesan. 

Microsoft is also working on another programme, 
Project Vikas, to popularise computers among small and 
medium enterprises. “Big companies in India are very 
wired up, but down the food chain, computers are 
still a novelty," says Venkatesan. Will this initiative 
turn India into an IT superpower that uses IT to empower 
people? It's early days, but the signs are encouraging. & 
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Balancing the Risks 


More families today are exposed to different risks when 
creating wealth. How to manage them? ciirrorp arvares 


HEN FINANCIAL PLANNER 
Amar Pandit asks his 
investors: How much 
percentage loss can 
you take? Answer: Around 5 per 
cent. "Investors don't want to take 
a big percentage loss," says Pandit. 
“A 10-per cent loss can appear unb- 
earable.” But when asked: Can you 
afford to lose Rs 10,000 on an inv- 
estment of Rs 1 lakh, the answer is 


ซะ 
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Covering his family against risk: A senior executive 
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more often a surprising yes. That 
contradiction seems to stem from an 
ability of investors to gauge and 
take calculated risks. *If they know 
the amount they are going to lose, 
investors usually don't seem to 
mind," says Pandit. 

But financial risks can hardly be 
quantified and calculated easily. A 
stock portfolio corpus could easily 
get pummelled because of market 


at Shriram Piston: 





54, covered his life 
with policies amounting to Rs 1.5 
crore. He believes in assured 
returns and has invested in debt 
mutual funds and fixed deposits. 
Only about 10-15 per cent of his 
portfolio is in stocks, which reduces 
his risk considerably 





, sharma has planned well for risks 


The Risk-Reward Spectrum 


HIGH RISK 


Direct equity 
investments Y 


Equity 
mutual funds 


Debt mutual funds 


from cash 
z RISK 


volatility. Long-term bond funds 
can turn quite risky if interest 
rates are headed up. Defaults of 
lower-rated corporate paper can 
easily wipe out a big chunk of 
any corpus. Cash appears safe, 
but it's vulnerable to the risk of 
inflation, or the risk that the 
money will not have the same 
worth in the future. 

Interest rate hikes could see 
housing assets depreciate, and 
increase your monthly install- 
ments. Then there's opportunity 
risk—of parking money in an 
asset that provides low returns 
such as a savings bank and lose 
the opportunity of a high growth 
investment. Risks are plenty. And 
more families are increasingly 
exposed to all kinds of risks. So 
every financial decision should 
be taken with an eye on the risks 
involved. Says Pandit: *There are 
various factors that you can't con- 
trol such as oil prices, geopolitical 
factors, but some critical personal 
money decisions can help curtail 
risks. People have to educate 
themselves about risks." 


Assess and Beat 

Investors can't take calculated 
risks in the stock markets, except 
for arbitrageurs. In the short term, 
the markets are increasingly vul- 
nerable as they move quickly and 
unpredictably in whichever dir- 


Highest returns possible 


Higher returns 
but risks are high too 


Better one oaround 


ection. It’s here that investors 
often end up making the classic 
trap of jumping in when the mar- 
kets go up and running scared 
when it tumbles. Two critical 
steps can substantially reduce 
stock investing risks. First, take a 
long-term view—preferably 10 
years or more. Here’s a fact: a 
longer time horizon reduces the 
risk of volatility and improves 
returns. The Sensex returned a 
sound 18.8 per cent compounded 
over the last 20 years (Rs 1 lakh 
invested 20 years ago is worth a 
solid Rs 31,62,464). 

For Haresh Sadani, stocks are 
for the long-term. This 32-vear- 
old Assistant Vice President at 
an asset management company 
has invested in mutual funds. 
"Stocks are risky, but [ am not 
worried over the long-term. | 
don't monitor my funds regu- 
larly," he says. Direct investing is 
risky so he allocates only a small 
percentage of his corpus here. 

Second, diversification helps 
spread risk among stocks. A port- 
folio comprising just one or two 
stocks or just one sector is vul- 
nerable to swings in that sector. 
Add to that a discipline of buying 
stocks when markets are down 
and you can increase your returns 
manifold. Adding different asset 
classes protects your portfolio 
substantially. Himangshu 
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Bhattacharya, 62, has diversified 
into mutual funds, bank fixed dep- 
osits, and post-office savings, and 
some in his software business. “If 
you put all your money in one 
place, you always run the highest 
risk. I have all along believed in 
spreading it out,” he says. 

Another way investors can profit 
is from systematic investment plans 
of mutual funds. Palaniappan 
Srinivasan has found this method an 
easy way to average on the upside 
and downside. Though this 29-year- 
old rr professional is not a big-time 
investor in stocks, he looks for a 
three-year track record of per- 
formance and for attractive 
prospects. "At my age, I would like 
to invest in developing company 
stocks—which could have greater 
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SIP is the way to go: And for Srinivasan, 
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risks, but can provide greater ret- 
urns. When I touch 40, I will turn 
conservative in stock selection.” 
Real estate investors face a con- 
centration risk. Too much of one 
type of asset is detrimental if the 
demand for this asset weakens. Real 
estate also faces the risk of liquid- 
ity—you can’t sell it off immedi- 
ately. On the other hand, this asset 
provides the benefits of financial 
leverage if asset prices increase and 
you have financed the property 
through a bank loan. Says Pandit: 
“This asset has the potential of lever- 
age, but the risks of concentration 
and illiquidity are a major hin- 
drance.” For investors who prefer 
real estate, it’s best to look for prop- 
erty in locations that are growing 
and where demand potential is high. 
Fixed deposits and bonds are 
among the least risky, but in the 
risk-reward spectrum, the returns 
from these assets barely keep ahead 
of inflation. Government securities 
are safer as they carry a sovereign 
guarantee. Investors are also affected 
by the interest rate risk, which has a 
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Five Questions to 
Assess your Risk Profile 


If you won a lottery, where would 
you invest most of it? 

1. Government savings and bonds 
2. Mutual funds 

3. Equities 


What kind of investor would you 
call yourself? 
1. Conservative 
2. Cautious, but open to 
opportunities 
3. Aggressive and willing to 
take risks 


Do you constantly think about 
your investments? 

1. Check investments occasionally 
2. Do a regular check 


3. Continuously monitor my 
investments 


What would you choose if you are 

offered the following options? 

1. Rs 10,000 in cash 

2. A 50-per cent chance of winning 
Rs 50,000 

3. A 25-per cent chance of winning 
Rs 1,00,000 


What is your most important 

investment goal? 

1. To conserve your original 
investment 


2. To beat inflation moderately 
3. Make the highest returns 


If your answers largely comprise 
of the first choice, your risk 
profile is conservative. A 
consistently third choice makes 
you an aggressive investor 
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helps protect your family trom 
waterborne diseases and guards tne 
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A home loan Cover has 32-year-old 
ESH SADANI S family protected. 

He keeps aside about 15 per cent of 

his funds for direct equity investments, 

which he feels is risky. But since his 

investments are of a longer tenure, the 

risks are reduced. Investments in mutual 

funds, too, are for the long haul, which 

Sadani evaluates occasionally 


huge impact on bonds. When rates 
rise, bond prices fall. The longer the 
bond’s maturity period, the more its 
price will fall. For example, a 
30-year bond will fall harder than 
one that matures in five. So invest 
in bond funds that have a matu- 
rity period of around one-to-two 
years as the impact of interest rates 
on them is lower. There’s a possi- 
bility that bond fund assets could 
detault. All bond fund holders face 
this risk. 

Cash may appear safe, but it’s 
affected by inflation. The same 
amount of cash will not be able to 
buy the same value of goods one 
year from now. Inflation eats into 
the purchasing power of money, 
and is the biggest risk investors face 
today. Says Pandit: “It’s a hidden 
risk and therefore you have to have 
assets that beat inflation by a com- 
fortable margin." 
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Take Cover 

Even today there are many people 
who have not got sufficient life ins- 
urance to protect their families. A 
cover on life helps in more ways 


than one. “There are two risks that 
get covered through life insurance— 
the risk of dying too early and the 
risk of living too long," says Vinay 
Taluja, Vice President, Bajaj Capital, 
a wealth management company. 
Both the risks are taken care of by 
life insurance covers. Fifty-four- 
year-old R.B. Sharma has cover for 
a total value of Rs 1.5 crore. “ 

always believed that one must cover 
one's family against risk," says the 
Senior General Manager from 
Shriram Pistons and Rings. 

If the objective is pure insur- 
ance and not returns, then term 
policies are for you. A term insur- 
ance makes sense as the premiums 
are cheap and the objective of cov- 
ering your life is achieved. There are 
various benchmarks as to how much 
cover one should take. But a general 
thumb-rule would be to take a pol- 
icy that covers at least 10 times 
one's current annual income. 

All investments involve a cer- 


Six Ways to 
- e Risks 


SET LIFE COVER 

It's the one risk that is insurable. 
Premiums on a term plan aren't 
too expensive, but it ensures that 
your family is well taken care of 
in case of any eventuality 


DON'T CHAS 

Aggressive investing | Is often the 
cause of many a loss. Riskier 
assets give the highest returns, 
but there's an unlimited downside 
to them 


DIV SIFY 

A healthy n mix of different assets, 
mutual funds, fixed deposits and 
stocks is the only way you can 
ensure maximum safety of your 
assets. Not all asset classes fall 
at the same time. It can reduce 
overall returns, but protects 
against maximum losses 


DON'T OVER LEVERAG 

It may help y you multiply your 
returns, but at the same time 
over leveraging can get disastrous 
if the market tanks. It can 
multiply your losses 


THINK LONG TE 
The longer your teers horizon, 
the lower is your risk from stocks. 
But ensure that you have a 
carefully selected portfolio that 

is regularly monitored 


LIE IE r dal AJ ER I TI 
MEL UR INFI LIU 


It can cut into assets in a big way if 
you don't have a healthy mix of 
inflation beating assets. Make sure 
you have some stocks and equity 
mutual funds in your portfolio 


tain amount of risk, and the gen- 
eral rule is that the more the ret- 
urns, the more the risks. But if 
you don't take risks at all, then 
inflation will hit you. Investors 
have to find out their own ideal 
balance of risk and reward. [ust 
equally important, there can be 
no rewards, without risks. 
ADDITIONAL REPORTING BY 
RITWIK MUKHERJEE, NITYA 
VARADARAJAN AND KAPIL BAJAJ 
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Big Hit 
Multiplexes are poised 
for rapid growth. But 


watch the valuations. 
RISHI JOSHI 





UTSIDE PVR CINEMA IN SAKET, 

New Delhi, an ever grow- 

ing number of young and 
old wait to watch the next new 
blockbuster. It's a scene that plays 
out in many multiplexes across 
Delhi. Ditto in other cities of India. 
Inside these multiplexes, entertain- 
ment is not found wanting with 
video parlours and now bowling 
to keep you busy between movies. 
With better movies, an exceptional 
movie-watching experience, the 
Indian multiplex industry has grown 
furiously from nowhere to over 
400 screens currently. 

But a bigger stage is set for 
growth as multiplexes are planning 
another 1,500 screens by 2010, 
which can rake in more than 30 
per cent of box-office collections. 
That's still a long way off the global 
average of 75 per cent, but more 
than enough to keep the profits 
rolling in for these multiplexes. The 
big names are set to build more 
screens (see Gunning for Screens), 
and its potential is reflected in the 
rich valuations the companies com- 
mand—PvR trades at a P-E (price- 
earnings multiple) of 54, Cinemax 
37, INOX 32 and Adlabs 34. 

India is among the largest film 
producers in the world, with over 
1,000 movies released annually, but 
screen density is extremely low at 
about 12 screens per million people. 
Besides, on average, an Indian 
spends just Rs 4 per month to watch 
movies. Yet with so many films, 
there’s a dearth of good quality 
screens—India has only around 
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Leading the way: PVR gave birth to the m 


The Business Model 


Revenues (%) 
Sale of tickets 





Source: Market reports 


13,000 screens, 
but China, 
which pro- 
duces fewer films, has five times 
more screens at 65,000, while us 
has 36,000. 


Buoyant Collections 

Tax breaks have been a boon for the 
industry. In the 80s, states imposed 
steep entertainment tax on theatres, 
making them unviable. In 2001, 
several states waived entertainment 
tax for multiplexes in the initial 


Illustrative; may differ between companies | 
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years of their operation. That has 
paved the way for the sector to 
clock ticket sales of $700 million 
(Rs 2,870 crore) by 2010, according 
to estimates by 55 พ 1 Securities, and 
total revenues of $1.1 billion 
(Rs 4,510 crore). 

The business model of a multi- 
plex is simple. The more tickets it 
sells, the better the occupancy. That 
apart, the business makes money 
through sale of food and beverages 
(F&B), advertising, and some from 
royalty. About 15 per cent of rev- 


JV GONIHS Ag SOIHAVUD 





TO THINK LIKE A LEADER. 
YOU NEED TO PARTNER 


A LEADER. 


Meet the world's biggest global CEOs on CNBC 


When you partner with the CNBC Global Network, you partner with the 
world's biggest global CEOs. Watch your brand cross new frontiers globally 
and meet the who's who of global business, the very people who increase 
your brand's brand value. These are the CEOs and organizations who are 
helping your brand grab international mind space, everyday. Partner with 
the who's who of global business, only on the CNBC Global! Network. 


To know more, email globalsales@tv18online.com 


i 





EE 
CNBC 





he cell 


bt money 


enues are accounted by F&B, where 
the margins are high at a sturdy 


Gunning for Screens 





80-85 per cent. Ns. E eun 
This business revolves around (FYO7) (FY09 
attracting more people inside a mul- Adlabs 100 62 180 
tiplex. To achieve that, multiplexes INOX Leisure a4 | 898 169 
are now building other businesses PR 38 0 80 195 
around their core competency of — ShringarCinema — 30 39- 135 
film exhibition. PVR, for instance, 15 Cinemax 30 33 
now looking to build food courts, *In$ milion This list is only indicative 


video parlours, bowling centres, 
fitness and youth zones and inte- 
grate it seamlessly with exhibiting 
movies. Shringar Cinema is also 
working on opening food courts 
in multiplexes. 


Challenges Ahead 


But even as there is potential, there 
are hurdles that could impede their 
growth. One key concern of the 
stock markets has been the ability of 
the muliplex players to execute proj- 
ects on time. Most multiplexes get 
delayed due to construction bot- 
tlenecks and legal clearances. Often, 
multiplex operators are dependent 
on mall developers for timely han- 
dover, which is the reason why 
stocks like PVR and INOX have cor- 
rected over the past year. Explains 
Kejal Mehta, Analyst, Karvy Stock 
Broking: “The markets were dis- 
appointed as project execution by 
the sector was not on track. While 
the companies were growing by 
around 50 per cent, the markets 
expected more.” In such a scenario, 
companies that have a tie-up with 
reputed developers have an edge. 
Adds Sanjeev Hota, Senior Research 
Analyst, Emkay Share and Stock 
Brokers: “Investors should look for 
companies which have a proven 
record in project execution.” 

The other challenge for the ind- 
ustry is to sustain margins after tax 
exemptions are withdrawn. Says 
Mehta: “When entertainment tax 
exemptions are gradually with- 
drawn, there could be a rationalisa- 
tion of the tax levels as well, which 
are quite high. If that doesn’t hap- 
pen, then it could be a risk.” 
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Entertainment taxes in many states 
are as high as 40-100 per cent. 
Also, as SSKI points out in its rep- 
ort, “With the increasing relevance 
of alternate revenue streams like 
telecast rights, home entertainment 
and mobile entertainment, the share 
of theatres in media consumption 
will stagnate, a trend observed in 
the us.” But, adds Mehta, “It would 
be a while before these revenue 
streams mature and start impacting 
the business of multiplexes.” 
Meanwhile, the big players in 
the multiplex industry, in an attempt 
to derisk their business model, are 
expanding their footprint. Almost all 
the major players today, like pvr, 
INOX and Shringar, have a presence 
in film distribution as well. Some 
are planning to foray into film fin- 











June 16, 2006 July 3, 2007 
Figures are closing prices in Rs on BSE 


ancing and production. PVR Pictures, 
a 100 per cent subsidiary of PVR, 
has inked a two-film deal with 
Bollywood superstar Aamir Khan, 
which it will also distribute on a 
pan-India basis. Adlabs has signed a 
Rs 35-crore deal for three movies 
with Hrithik Roshan. Says Hota: 
"Right now, it's wait and watch. It 
remains to be seen whether these 
companies can be successful in their 
new ventures. Barring Adlabs, oth- 
ers don't have prior experience of 
running these businesses." 

But investors must look for 
companies where the valuations 
are not too expensive. There's 
immense potential for the sector; 
but to borrow a term from the 
industry, not all companies will 
turn out blockbusters. 
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Private banking has a lot to offer, if you have the moolah that is. 


ANAND ADHIKARI 


HE PRIVATE BANKING LOUNGE 

| of a typical foreign bank is 
not decorated in old oak fur- 
niture, but instead has the look of a 
modern and open-space banking 
office. And it’s behind these cubicles 
that many individuals get the best 
advice on a whole range of asset 
classes—even assistance for buying 
a turboprop aircraft or selecting a 
Tyeb Mehta painting. Little wonder, 


private banking is attracting more : 


individuals as the booming econ- 
omy spawns new millionaires. 
There are many private banks 
offering specialised products and 
customised services for their clients. 
Last month, Standard Chartered 
became the latest entrant to launch 
private banking services in a dozen 
new markets, including Singapore, 
Hong Kong, Beijing and Mumbai. 
Neeraj Swaroop, CEO, Standard 
Chartered India, said the bank had a 
natural advantage given its strong 
banking presence amid the grow- 
ing number of entrepreneurs. 
India ranks second among the 
fastest growing high net worth in- 
dividual (HNWI) population in the 
world, according to Merrill Lynch 
and Capgemini's World Wealth 
Report. The Indian millionaire pop- 
ulation grew by 20 per cent last 
year, but is expected to beat the 
Asian average growth rates in the 
coming years. Asia Pacific HNWI 
Wealth is projected to reach $10.6 
trillion by 2010 at a 6.7 per cent 
growth rate. *We think India is ex- 
pected to grow faster than the Asian 
average, probably at a rate in the 15- 
30 per cent range," says Ajay 
Sondhi, MD (Region Head-Global 
India), Citi Global Wealth 
Management. Also, in a recent 
Forbes report, India outranked 
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Everything is taken care of, Sir: An HSBC Bank อ 


For a Few Rupees More 
What else can you get with private banking. 

















tax planning: Private bankers advise on all aspects 
of tax planning and even help compute tax from all sources like 
business income, house property and capital gains. Also suggest 
tax reduction strategies. 


Succession planning: Succession planning is often overlooked by 
most investors. A private bank helps with a proper succession 
planning, ensuring that your wealth goes to your legal heirs. This 
protects your wealth and ensures that the transition is smooth. 


Art advisory: This is a new area private banks have got into. With art 
fast emerging as an investment class in India, bankers help in under- 
standing art and distinguish the various artists. They also help in 
identifying and allocating funds to various artists. 


Trust services: The banks are now providing trust services to support 
activities like education, poverty alleviation, or a trust that is solely to 
benefit a family or young ones. The bank advises on transferring 

assets to a trust and plans how best the trust can manage its assets. 


Estate planning: Distribution of your wealth and real estate as per 
your wishes can sometimes be a chore. Private bankers ensure 
that your wealth, even house items, is distributed among your 
legal heirs in accordance with your wishes. 


Aircraft There's a complete advisory on which 
aircraft to buy (for personal use or for office services), including 
how you can pay for the same and also get the best 

interest rate. 


Co-investment opportunities: Private bankers also advise on 
co-investment opportunities in the areas of real estate, unlisted 
companies, or other asset classes where both the bank and 
the client can invest jointly. 


China and Japan for the most num- 
ber of billionaires. This new money 
is finding its way to private banking. 
Take, for example, paediatri- 
cian Janakidas Trivedi, 50. Trivedi 
does not have the time to manage 
his money on a regular basis. A re- 
lationship manager updates Trivedi 
on ล daily basis on his accounts, 
and advises him on the next course 
of action. 
"Private banking is personal and 
a relationship manager is like a fam- 
ily doctor," sums up Subir Mitra, 
Head (Private Banking), HSBC India. 
In fact, not all banking customers 
can avail such privileged services 
as net worth limits restrict access. 
Besides, not all cities are covered un- 
der private banking (see What’s on 
Offer). “Private banking is purely re- 
lationship driven. When you deal 
with the rich and the powerful, the 
relationship and customised serv- 
ices matter the most," says Mitra. 
Private banking focusses on 
wealth management. The services 
are for HNWis like doctors, film 
stars, small businessmen and top 
management executives, who have 
little time to take care of their in- 
vestments on a regular basis. The 
private banks invest on behalf of 
their clients. They even advise in- 
vestors on the best course of ac- 
tion to save taxes. They set up trusts, 
manage the assets of the trust and 
also plan for succession (see For a 
Few Rupees More). Says Sutapa 
Banerjee, Head (Private Banking), 
ABN AMRO, India: *We offer holistic 
services covering all the asset classes 
allowed by the regulator, includ- 
ing wealth protection and wealth 
transmission (succession planning)." 
"We offer a variety of services 
catering to our clients’ needs that go 
beyond investment advisory, in- 
cluding art advisory, trust and estate 
planning, philanthropic advisory, 
aircraft financing as well as co-in- 
vestment opportunities,” says Puneet 
Matta, Country Manager, Citi 
Private Bank. The scale of these 


“We offer holistic services — 
covering all the asset classes 


Sutapa Banerjee 
Head (Private Banking)/ ABN AMRO 


The Elite Club 


Minimum 
net worth 





Private banking 
providers 


ABNAMRO ` 
Citibank 


ICICI Bank 25 


* Figures in Rs crore, except ICICI Bank, which is in Rs lakh 


services goes beyond geographies. 
Recently, a foreign private banker 
helped his Indian client to acquire a 
company overseas. 

Private banking clients also get 
door-step banking services. Some 
banks have begun to give advisory 
services on alternative asset classes 
such as art. ABN AMRO, which 
launched its private banking business 
five years ago with assets under ad- 
vice of over $1 billion, suggests al- 
location into art depending on an 
individual’s risk appetite. 

While nobody talks about re- 
turns, it normally ranges from 10-20 
per cent depending upon the risk 
profile and the investment horizon. 
Undoubtedly, foreign banks are bet- 





Cities under coverage 
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A relationship 
manager is 
like a family 
doctor” 


Subir Mitra 
Head (Private Banking)/ 
HSBC India 
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Source: BT research 


ter placed with global product access 
and streamlined processes to handle 
HNWIs. When capital account gets 
fully convertible, foreign bankers 
will be able to draw on their global 
expertise in managing multiple assets 
in different countries. 

Of course, there are many do- 
mestic brokerage houses and mutual 
funds which have begun to offer 
similar types of services. Therefore, 
one must choose a private banker 
carefully. If the bank pushes a prod- 
uct with a high commission struc- 
ture, one should be wary. The job of 
the private banker is to assess both 
risk and also invest for a decent re- 
turn. If the bank strikes thar bal- 
ance, then it’s worth signing up for. 
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Lay a Solid Foundation 


For higher studies, don't ponder over the money situation. 
Education loans are handy, and cheap. KAPIL BAJAJ 


Education Loans 
Made Simple 


ELIGIBILITY 

Indian nationals, not above 45 
years of age, who have secured 
admission in a recognised course 
of an approved university or 
recognised institute. Parent or 
guardian is made co-obligant in 
all loan agreements 


EXPENSES COVERED 

All relevant expenses of tuition, 
boarding, including purchase of 
computer, two-wheeler and travel 
expenses 


AMOUNT OF LOAN 

For education in India, up to Rs 
7.5 lakh (can increase). For an 
overseas education, up to Rs 15 
lakh (can increase) 


MARGIN (BORROWER'S 






IEN DELHIITE ABHIJIT 


\ N / Nath, 24, bagged admis- 
sion to the prestigious IM 


CONTRIBUTION) 
ii rods dis ix เง Ahmedabad for the two-year post joined ล Mumbai-based private equ- 
5 per cent margin for studies in graduate programme in manage- ity company and repaid his loan 


India, and 15 per cent for studies 
abroad 


ment in 2003, he decided to take a 
bank loan. A Rs 3.5-lakh loan from 
Oriental Bank of Commerce (OBC), 


in 18 months with large install- 
ments at an interest rate of 10.5 
per cent that remained the same 


Nd sets required for kans up to sanctioned without any hassles, from the time of sanction. | 
Rs 4 lakh, for loans between paid for his education as well as Pankaj Kahra, 24, from Punjab, 
Rs 4-7.5 lakh, third-party cost of living. "I didn’t want to also turned to study loan in 2005 
guarantee required, and above burden my parents with the exp- for his two-year PG diploma in 
Rs 7.5 lakh, collateral is essential enditure on my IIM stay," he says, International Business from Delhi- 
"even though they might just have based Fortune School of 
Matk suse Gud d EH been able to fund my study with International Business. He secured 
schedule of expenses for the speci- some difficulty. An IIM stay is usu- financing of Rs 2.6 lakh from State 
fied course, photographs, bor- ally a guarantee of an excellent job — Bank of India (spn. “My father could 
rower's bank account statement, and handsome salary. So, I was not have borne the full cost of the 
brief statement of assets and liabili- ^ confident of my capacity to easily education, which totted up to over 
ties of the parent/guardian, etc. repay the loan." Nath has since Rs 5 lakh. So, I had to take the 
REPAYMENT : 
EMIs are payable over fivet- The Deals for Education 
seven years after the course plus A look at what interest rates different banks are offering. 
moratorium period (12 months — Denn 
after course completion or six Canara Bank Dena Bank __ Corporatior Oriental Bank of 
months after getting the job, ชี ae 11-115% ` - Commerce 
whichever is earlier) š 11.25% 
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up to Rs 4 lakh for study in India 
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loan," says Kahra, who has recently 
completed his course and joined a 
Delhi-based shipping company. SBI, 
however, took over a month to 
sanction Kahra's loan. And while 
the interest rate was 8.5 per cent at 
the time of sanction, he is now rep- 
aying the loan at 11 per cent, thanks 
to the floating rate system. 


Look for a Deal 

“All public sector banks give study 
loans only on floating interest rate. 
But towards the end of 2004, we 
decided not to alter the rates for 
student borrowers for some time. 
That explains why a student may 
not have experienced any rise in 
rate," says Ravindra Yadav, CEO 
(Rural Development Trust), OBC, 
explaining why Nath seems to have 
had a better deal than Kahra in 
terms of interest rates. 

Nath and Kahra's slightly con- 
trasting experiences also underline 
the need for a borrower to care- 
fully choose the bank. There is a 
large difference among public sec- 
tor banks in terms of interest rates, 
ease of sanction, and the tendency 
to alter the interest rates of study 
loans. Each bank posts its latest 
rates and other conditions on its 
website; if latest information is not 


available, call up the bank. 
“Remember that banks are well 
known to extend rates that are 
lesser than their announced rates, 
depending on how prestigious your 
educational institution is. So, it's al- 
ways better to personally check 
from the bank what they can offer 
you," says O.P. Gupta, Assistant 
General Manager (Retail Banking 
Division), Punjab National Bank 
(PNB). 

Banks link study loan rates with 
their PLRs (which differ between 
banks) according to preset formulas. 
For example, while OBC's study loan 


of up to Rs 4 lakh comes at PLR of 


13.25 minus 2, which works out 
to 11.25 per cent, PNB charges PLR 
of 13 plus ‘term premium’ of 0.5 
per cent (applicable if repayment 
period is three years or more) minus 
1.25 per cent, which works out to 
12.25 per cent. Bank of India cur- 
rently charges 12.50 per cent, Bank 
of Baroda 12 per cent, Corporation 
Bank 11.25 per cent and Canara 
Bank 10.75. Rates are revised when 
a bank changes its PLR, not arbi- 
trarily. Say Yadav: “It’s always bet- 
ter to go for the cheapest rate. It 
may go up only if the bank increases 
its PLR, but is still likely to be lower 
than other banks’ rates.” 


What Professional Courses Cost* 





“MEDICINE 





*Rough, indicative estimates 


RN MBBS) 





"It's always better to go for the 
cheapest rate, which is revised 
in line with PLR” 


Ravindra Yadav 
CEO (Rural Development Trust)/ OBC 


The Loan Basics 


A All public sector banks follow a 
government-prescribed pattern 
for loans in the education 
sector. Following are the 
conditions that are more or less 
common to their loan schemes 


A Rates can vary widely—usually 
9 per cent to 13 per cent— 
between banks depending on 
the 'prestige' of an institute 


A Simple interest is charged over 
course plus moratorium period 
after which interest amount is 
added to principal and com- 
pound rate is charged 


A All loans are offered on 
floating rate system; so rates 
will vary with the bank's prime 
lending rate (PLR) 


A If interest is serviced regularly 
over the study and moratorium 
period, a concession of 1 per 
cent in interest rate is allowed 
after expiry of moratorium 


A Female, SC/ST and physically 
challenged borrowers are 
allowed 0.50 per cent 
concession 


A No processing fee is charged; 
most banks also do not have 


any charge on prepayment 
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NEWS ROUND-UP 


The Treasure Hunt 


IPOs are better placed to deliver returns, if you pick and choose carefully enough. 


A Investor appetite for good quality IPOs is strong with some companies 


F THERE WAS EVER A DOUBT 
| [ae sean IPOs can deliver solid ret- 
urns, take a look at the gains made 
by the newly-listed Vishal Retail. 
The stock returned a whopping 
156 per cent at the current price of 
Rs 692.7 (offer price of Rs 270). On 
the other side, the country's biggest 
IPO of Rs 9,187 crore from DLF rec- 
eived a lukewarm response on the 
exchange with a gain of just 8.6 
per cent at the current price of 
Rs 570 (offer price Rs 525). But 
the verdict is clear: the IPO market is 
showing signs of revival. 

Since May, nine companies 
listed and all posted listing gains. 
On current gains, however, only 
six companies had positive gains 
while three dipped below their of- 
fer prices. IPOs of Vishal Retail, 
Meghmani Organic, Glory 
Polyfilms, Nitin Fire Protection 
and Time Technoplast gained 
tremendously post-listing, suggest- 
ing that good investments always 
pay off (see The iPO Party 
Continues). These companies were 
well-priced leaving enough on the 
table for investors. 

A bull market also helps buoy 
stock prices. Says Ashok Kumar, 
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seeing huge subscriptions 


A Since May this year, all newly-listed companies posted listing gains, 
but six returned positively on current prices 


A The companies that were well-priced with sound business model gave 


better returns to investors 


A More IPOs are on the anvil, but look for quality and reasonable asking prices 


MD, Lotus Knowlwealth: *Histori- 
cally, during a bull run, listing gains 
are par for the course. Better quality 
IPOs like ICRA or smartly-priced ones 
Vishal Retail, there is a demand 
spill over where many institutional 
investors do not get allotment that 
fills their minimum investment 
bucket size. This results in prices 
moving up on listing as they buy 
aggressively on the opening days." 

One has to carefully choose the 
IPO to invest in as not all of them are 
priced attractively for investors. 
Besides, companies where the fun- 
damentals are weak tend to get a 
leg-up in a bull market. Says Kumar: 
"Weak IPOs sometimes get a boost 
by the grey market overhang. These 
can crack up soon thereafter, and 


The IPO Party Continues 


Company 


Current 
price” 


List 
— 












เพ เห. ULCUS QURE AD ¿o w 

Vishal Retail 270 a) WM 
Meghmani Organic 19 — "333° 7 
Nekat 219 2521 17915 
Decolipht Ceramics 54 57 

Glory Polyfilms 48 | 

Time Technoplat 315 415.6 

Nitin Fire Protection 190 3325 

Asahi Songwon 90 93 


Prices as on July 5, '07 of IPOs listed since May '07 


Listing 
gains (%) 


sometimes never recover. This ex- 
plains the mixed bag phenomenon 
of price swings post listing.” 

As of now, there’s a huge app- 
etite for IPOs from investors, espe- 
cially good IPOs. Last two years have 
seen fantastic mop-ups in the IPO 
market. According to Prime 
Database, Rs 23,676 crore was raised 
during 2005-06 and Rs 19,718 crore 
in 2006-07. This year, big issues 
have sailed through, and the market 
is humming strong with a further 
Rs 30,000 crore likely to be raised. 
That presents a huge opportunity 
for investors, but the key factors 
investors have to watch for are qual- 
ity and a reasonable asking price. 

ANUSHA SUBRAMANIAN 


Current 
gains (%) 





RAJKUMAR 


With minds sharper than swords, 
the battle can only get tougher! 





SCHOLAR 
HUNT 


DESTINATION [J K 


Reality TV gets more exciting than ever before! 


The Scholar Hunt is on. The preliminary rounds are over and competition for the 5 U.K. 
Scholarships is heating up! Now, with every passing week, heartbeats will race faster and the 
sharpest of minds will work hard to make the cut. So get ready for some edge of the seat action! 





Starts 14th July onwards, 
Saturdays & Sundays at 7 p.m. EXPERIENCE. TRUTH FIRST. 


Title Sponsor: Associate Sponsors: 
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Idle Way to Wealth 


Liquid funds have a new avatar. Park your savings here. 


very short-term, there's still a way out. With the 

government hiking the dividend distribution tax in 
the last budget from 14.025 per cent to 28.325 per 
cent for retail and 22.44 per cent for corporate inv- 
estors, liquid funds lost much of their sheen. But 
now liquid funds are being launched in a new avatar: 
the liquid plus category. 

A SEBI circular defines liquid fund schemes in which 
the mark-to-market component of the fund, on a 
weekly average basis, is less than 10 per cent. But the 
new categories of liquid funds increased the mark-to- 
market component to more than 10 per cent to continue 
attracting the benefits of a lower dividend distribution 
tax. Liquid funds used to hold debt instruments with an 
average maturity of around two-to-three months. 


A Safe Haven 


re £ a liquid fund - 


A New viua tuid pus funds have a higher maturity but the 
retums are likely to be similar 


to regular liquid funds 
l a n 


These funds have a lock-in 
oft 


[: YOU ARE LOOKING TO PARK YOUR MONEY FOR THE 








A Ideal for a retail investor who 
does not require the funds 
as they provide better returns 
than bank deposits 


However, new liquid funds have papers with maturities 
of around five-to-six months. But this added maturity is 
not compromising with the liquid nature of the schemes 
or the approximate expected returns. 

However, these new liquid schemes have a lock-in 
period typically ranging for a week, unlike the typical 
liquid funds that allowed withdrawals within a day. 
Withdrawals before this lock-in period will attract a 
small exit load. This category makes an attractive alt- 
ernative to the bank deposit. A typical liquid fund can 
provide returns of around 7.5-8 per cent per annum 
pre-tax as against 3.5 per cent from a savings bank acc- 
ount. The lower dividend distribution tax here, how- 
ever, will result in a better post-tax yield as compared 
to a normal liquid fund. While the names differ between 
fund houses, retail investors who don't have immediate 
fund requirements can benefit from them. m 

CLIFFORD ALVARES 


150 BUSINESS TODAY JULY 29 2007 





j "tx t P s ^ เซ eae, ret % 4 รี ่ E t 
"pa s. mh. MS T 
i puto - "m อ Serle ear 4% h า s T == N 


The top performers category-wise. 


I-MONTH 


RETURNS" 


DIVERSIFIED EQUITY 
1 Standard Chartered Premier Equity Fund-Growth — 1747 
2 Kotak Emerging Equity Scheme-Growth 11.64 
3 Sundaram BNP Paribas CAPEX Opp. Fund-Growth “20.01 
4 Can Emerging Equities-Growth 
5 ICICI Prudential Fusion Fund-Growth 


ELSS 

] Tata Tax Saving Fund 

2. Principal Personal Taxsaver 
3 Canequity Taxsaver 

4 DSP Merrill Lynch Tax Saver Fund-Growth 
5 ABN AMRO Tax Advantage Plan-Growth 


SECTOR FUNDS 

1 Reliance Pharma Fund-Growth 

2 JM Basic Fund 

3 UTI Thematic Banking Sector Fund-Growth 
4 JM Healthcare Sector Fund-Growth 

5 JM Financial Services Sector Fund-Growth 


BALANCED FUNDS 

1 BOB Balance Fund-Growth 

2 HDFC Prudence Fund-Growth 

3 DSP ML Balanced Fund-Growth 

4 Franklin India Balanced Fund-Growth 
5 FT India Balanced Fund-Growth 


MIP 

1 DWS MIP Fund-Plan A-Growth 
2 LIC MIP-Cumulative 

3 DWS MIP Fund-Plan B-Growth 
4 HSBC MIP-Savings Plan-Growth 
5 FT India MIP-Plan A-Growth 


INCOME FUNDS 

1 LIC Bond Fund-Growth 

2 BOB Income Fund-Growth 

3 Reliance Interval Fund-Qtrly Series I-Growth 
4 Grindlays SSIF- MTP-Plan A-Growth 

5 Reliance Interval Fund-Qtrly Series |-IP-Growth 






LIQUID FUNDS 

1 Birla SunLife Liquid Plus-IP-Growth 1433 
2 Birla Sunlife Liquid Plus-Retail-Growih 1419 
3 Escorts Liquid Plan-Growth 11.14 
4 Sundaram BNP Paribas Liquid Plus-Super IP-Growth 1017 
5 ING Liquid Plus Fund-IP-Growth 10.19 


* Absolute retums percentage as of June 29, 07 Source: Mutualfundsindia com 


‘MANAGEMENT IS DOING 
THINGS RIGHT, LEADERSHIP IS 
DOING THE RIGHT THINGS 


- Peter F. Drucker 


Allianz (ili) 
PRESENTS 


NDTV PROFIT ANNOUNCES THE BUSINESS LEADERSHIP AWARDS 200 
SALUTING THE BUSINESS LEADERS WHO FUEI 


INDIAS JOURNEY TO THE FOREFRONT OF THE WORLD ECONOMY) 


[HE NDTV PROFIT BUSINESS LEADERSHIP AWARDS 2007 
ALLROOM. THE GRAND NEW DELHI, ON JULY 27TH. 2007. ENTRY | 


Allianz (ili) WAKEFIELD. Grant Thornton % 
Global Real Estate Solutions eve ha ' 








BECKONING CAREERS 


Hitting the Mark 


The 4th quarterly Business Today-TeamLease Employment Outlook Survey 
shows that the bullishness of the previous three quarters has remained constant. 
; " ! xl Na 
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HE INDIAN ECONOMY IS ON A ROLL, AND THE 
latest BT-TeamLease Employment Outlook 
Survey only confirms what everyone al- 
ready knows. Quarter-on-quarter, the net 
employment outlook is at an all-time high, 
indicating that India's job market is alive and kicking. 
With net outlook (calculated as the difference be- 


Net Employment Outlook 


Quarter 3 Apr-June 2007 Quarter 4 july-Sept. 2007 


] Decrease 1 





16 No change 14 


Figures in per cent 
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tween the proportion of respondents reporting an in- 
crease in their hiring and those expecting a decline, ex- 
pressed as a percentage) standing at 84 per cent, an in- 
crease of one index point over the last quarter, job seek- 
ers can expect to have a ball across the board. 
Spread across eight cities—Mumbai, Delhi. 
Bangalore, Kolkata, Chennai, Pune, Hyderabad and 
Ahmedabad—the survey drew responses from 490 
companies (see Methodology for details). The financial 
services sector was the most bullish on recruitments this 
quarter, followed closely by the infrastructure sector. 


Ahead of the Game 


An Employment Outlook Index score of 89, a gain of 
5 points from the previous quarter, means the financial 
services sector is just short of being in a state of eu- 
phoria. Says Jayanta Roy, Director (Corporate Planning 
& Strategy), Peerless General Finance & Investment 
Company, the country’s largest residuary non-banking 
company: “The financial services sector has certainly 


The expansion in the organised job market is taking place 
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been the largest employment creator—be it our com- 
pany or others, if we take into account back-end pro- 
cessing and other back-end services." Reliance Capital 
and ut! Bank have already announced plans to in- 
crease headcount by 39,000 and 4,500, respectively, 
over the next 2-3 years. And given the expansion 
plans of both private and foreign banks, insurers and 
other financial services companies across the coun- 
try, this trend is expected to gather momentum in the 
days to come. 


Sectorwise Employment Outlook Index 





HS 14 18 





IT ITES Financial Retail, Infrastructure Mfg & 
Services Media & Eng. 
FMCG 
Figures in per cent 
IN Quarter 3 Im Quarter 4 


The outlook in the rr and ITES sectors also remains 
bullish but range-bound. The former declined mar- 
ginally by one index point to 86 while the latter 
gained by two to 87, indicating a strong intent to 
hire. Hari T., Director and Senior vP (HR), Satyam 
Computer Services, points out: “Globally, organisations 
are accelerating their efforts to increase internal effi- 
ciencies so as to be able to deliver their products and 
services faster, better and cheaper to their end-cus- 
tomers. Therefore, a significant portion of their capi- 
tal expenditure is spent on IT. This is increasing op- 
portunities for most players in the industry, which is 
growing at over 30 per cent annually." 

The employment outlook in retail, likewise, has 
moved sideways, declining by 2 index points this 
quarter from the previous quarter's score of 86. But 
even so, the sector has, by no means, run out of 
steam; an index score of 84 means that companies are 
still planning to hire substantial numbers in the months 
ahead, albeit at a marginally slower pace than before. 
[Infrastructure continues to score impressively and is 
expected to see a rise in job opportunities. 

Explains Sampath Shetty, vp, TeamLease Permanent 
Staffing Solutions: “The financial services and infra- 














structure sectors have contributed immensely towards 
the positive business confidence over the last two 
quarters. The new capacities being set up in the coun- 
try are a reflection of the fact that MNCs and India Inc. 
continue to remain bullish about the India story and the 


Indian consumer.” 


The Boom Towns 

Which cities will see the maximum hiring? There are no 
surprises here. Bangalore, Mumbai and Chennai retain 
their slots as favoured destinations for job creation, but 
Delhi and Kolkata have registered the highest in- 
creases, of 5 points each, on this count. In Delhi, 
more companies have announced their intention to hire 
this quarter—81 per cent compared to 76 per cent last 
quarter. Says S.Y. Siddiqui, ED (HR), Maruti Udyog, 
which is based in the city: *(In Delhi/NCR) while 
Gurgaon and Greater Noida have encouraged industry, 
new areas like Manesar are also emerging as manu- 
facturing cradles." Maruti is expanding its workforce, 
he says, adding: *This year, we will hire 600 people 
across various functions and levels." Adds Shetty: 
“The Indian outsourcing industry is spreading its wings 
into new services and verticals; this has proved beneficial 
for employment in Delhi/NCR." 

Kolkata, too, has surged 5 index points to a score of 
69, riding primarily on the back of financial services. 
Points out Peerless's Roy: *In Kolkata, all private 
banks, insurance companies and financial services 


Citywise Employment Outlook Index 


Mumbai 


Delhi 





Kolkata 


' | 93 
16 
 ==— 





——ÀÓÀ 66 
iiid RD 
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A in Tier-I cities rather than in Tier-ll cities ` ize 
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companies are on a hiring spree." Among other cities, 
companies in Pune and Hyderabad also signalled an 
increased appetite for recruitments this July-September 
quarter, rising 4 and 3 index points, respectively, 
to 80 and 73. 

Says Naresh Jhangiani, Global Head (HR), Nipuna 
Services: "Hyderabad is surging ahead more rapidly 
than other cities in creating wonderful career 
opportunities in the IT/ITES space. Business-conducive 
policies and strategic initiatives by the state government 
and significant investments made by individual 
companies to develop centres here have created a 
growth-oriented environment and helped to improve 
the infrastructure." 


The Big Picture 

Small isn't always beautiful; this seems to be the dictum 
ruling the hiring scenario this time around. More than 
97 per cent of employers expect to hire in metro and 


Hiring Trends Across Geographies 


Metro 
Class | 


Class II 


Rural 





I Quarter 3 
Metro Cities: Mumbai, Delhi, Kolkata, Chennai, Bangalore 


Figures in per cent แพ พ Quarter 4 


Class I: Hyderabad, Ahmedabad and Pune Class Il: Cities with population 
less than 20 lakh Rural: Towns with population less than 0.5 lakh 


Class-I cities during the period under review. While the 
intention to hire in metros has declined marginally 
—from an index score of 52 to 51, there's a net increase 
of 3 points in hiring for Class-I cities to 46. 

Says Pravin Tatavarti, Managing Director, Allegis 
Services India, a staffing solutions firm: “Most of the 
expansion in the organised job market is happening in 
Tier-I cities rather than in Tier-II towns; this will 
probably continue for at least for another year. But one 
should keep in mind that employers are increasingly 
hard pressed to find workers with the right skill sets." 
The implication: Tier-Il towns may yet find their place 
in the sun. 


No Surprises Here 

All the key sectors—rr, ITEs, retail, manufacturing, fi- 
nancial services and infrastructure—are in a major 
ramp-up mode. As a result, the demand for junior 
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level employees has risen 2 points to 95. The demand for 
mid-management personnel, too, has risen marginally, 
showing an increase of one index point from 45 to 46, 
while senior level demand will remain unchanged at 11 
points. Says Gautam Sinha, CEO, TVA Infotech, an ex- 
ecutive search firm: “In the rr industry, a strong business 
pipeline is fuelling demand for junior personnel. In 
addition, as offshoring goes mainstream, we are seeing 
aggressive hiring by previously gun-shy MNCs such as IBM 
and Accenture at entry and junior levels across the in- 
dustry. Of the 20,000-30,000 people that Tier-I Indian 
vendors like TCs, Infosys and Wipro will hire, we expect 
a significant majority to join at junior levels." Explains 
Aniruddha Limaye, Chief People Officer, Corporate HR, 
WNS Global Services: “Junior-level hiring is increas- 
ing across the board in our (ITES) sector because the bulk 
of the work is done by our front-line associates who do 
the transactions, respond to e-mails, get on to web-chat 
and receive or make calls. So if the growth is happen- 
ing, it’s because of the volume of actual work that 
needs to be done for the client; this is work that gets 
done at the front-line level." 


Up for Grabs 


The marketing and rr verticals will continue to throw 
up the maximum number of jobs. The former is ex- 
pected to retain its position as the numero uno job cre- 
ator and will account for one out of every four jobs cre- 
ated in the country. The rr and production functions 
have remained constant at 21 per cent and 18 per 
cent, respectively. 

Meanwhile, across all the four quarters, there is an 
upward trend in intent to hire in the administration and 
IT functions. Points out Bikramjit Maitra, vp and Head, 
HR, Infosys Technologies: *Our hiring has been broad- 
based, but recruitment has been strong across functions 
such as administration and rr as we expand both in India 
and overseas." 

The bottom line: there's a manpower requirement 
across the spectrum. Says Puneet Jetli, vp and Head, 
People Function, MindTree Consulting: “We will hire 
over 1,000 people over the next 12 months and given 
the strength of the industry and MindTree itself, that 
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could be a conservative estimate. We will require 
people spanning different technologies, industry skills 
and management capacities." 

Flexi-timing, which has been included in the survey 
for the first time, also gets a slice of action with 4 per 
cent of the respondents favouring it. Says Limaye, 
“Flexi-time hiring is gaining ground.... It gives us access 
to additional talent pools—people who either do not or 
cannot work during week days or the full working 
day. It's still in the nascent state, but it's working well 
for us." 


Taking Stock 

Business sentiment is extremely bullish—it remains 
constant at 90 per cent. The growth for this quarter, ac- 
cording to 96 per cent of respondents, will ride on the 
financial services and infrastructure sectors. Adding 
to this buoyancy is the strong market sentiment after a 
brief spell of corrections, compared to the last quarter 
when the Sensex was struggling to stay above the 13k 
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mark. Reasons Allegis Services’ Tatavarti: “All eco- 

nomic indicators—GDP growth, investments and stock 

market—are strong. Hiring has been particularly 

good in industries like organised retail and real estate, 
and other businesses that primarily serve the domestic 
market, as opposed to the export market." 


Business Buzz 

There's good news and more good news for the cities 
covered. Chennai joins Mumbai as the top choice for a 
business hub. Pune is placed just ahead of Bangalore, 
which has regained India Inc.’s confidence with an 
increase of 4 per cent to 93 per cent compared to the 
last quarter. Chennai and Pune are spreading wings, 
thanks largely to the manufacturing and engineering 
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sector. “The manufacturing and engineering sector 
has seen a consistent employment growth over last 
quarter in the Chennai and Pune region,” says 
TeamLease’s Shetty. Kolkata, too, continues to be 
strong with 93 per cent respondents reposing their 
faith in the metro. 

Hyderabad remains a favoured 1155 destination 
with a total of 87 per cent respondents rooting for it. 
Says Jaideep Pradhan, Site Director, Dell Hyderabad: 
“Over the past 3-4 years, Hyderabad has come to be an 
attractive ITES destination. This trend seems to be 





continuing. A combination of factors like quality of life, 
growing base of educated talent has attracted employers 
and employees alike to get drawn to Hyderabad." 
With economy hitting a buoyant note, the challenge 
ahead remains the lack of a talent base. Says Shetty: 
"The challenge for Indian corporates (is) to bridge the 
manpower demand-supply shortfall to leverage this 
Indian economy growth story." 
ADDITIONAL REPORTING BY KAPIL BAJAJ, 
DEEPTI KHANNA BOSE, RITWIK MUKHERJEE, 
RAHUL SACHITANAND AND E. KUMAR SHARMA 


METHODOLOGY 


Te BUSINESS TODAY-TEAMLEASE EMPLOYMENT OUTLOOK SUR- 
vey, which follows a rigorous, statistically validated 
process adhering to the 


highest standards in mar- 

ket research, was cond- Employee Base 
ucted among 490 5.199589 1000.46 
companies selected from | Š 
the Centre for Monitoring 10% 


Indian Economy data- 
base, from NASSCOM for 
ir companies and from 
companies registered 
with the website of 
www.bpoindia.org for 
ITES companies. A com- 
bination of database and 
random sampling as a 
technique has been used. 
Care was taken to ensure 
a good mix of large, med- 
ium and small compa- 
nies as also an equitable 
representation across in- 
dustries to remove any 
bias or variation that 
might be attributable to a 
particular industry. The 
target respondents at 
these companies were 


Turnover Base 


Figures in Rs crore 


the HR heads or decision makers in the hiring process. The 


questionnaire used for the survey collated information 


The Break-up 


Sectors 






Sample Size ` 

IT 
ITES NC 
Financial Services 
Retail, Media & FMCG 
Infrastructure 

Mfg. & Eng. 


250-500: 114 






Figures are number of companies interviewed 


>1000:45 Not Disclosed*: 131 251-1000: 66 


*The turnover of the company; however, they shared 
the rest of the information as desired in the questionnaire 


on overall business improvement (last three months and 


next three months); overall recruitment needs (last three 
months and next three 
months) and recruitment 
trends (across age, geogra- 
phies, cities, functions and 
levels). A total of 490 inter- 
views were conducted during 
August and September over 
telephone and responses ob- 
tained were coded at the time 
of data collection. The inf- 
ormation was then analysed 
using the Statistical Package 
for Social Sciences software, 
which is used by research and 
consulting companies world- 
wide. Given the concentration 
of companies in Mumbai, 
Delhi, Kolkata, Chennai, Ban- 
galore, Hyderabad, Pune and 
Ahmedabad, the study was 
restricted only to companies 
with a presence in these cities. 
A random sampling was drawn 
from each city with due weigh- 
tage to size. Two indices, The 
Employment Outlook Index 
and the Business Outlook 
Index were computed to elaborate and analyse the trends 
that emerged from the data. 


« 250: 241 


« 250: 248 




















Reference: Mum: Mumbai, Del: Delhi, Bir: Bangalore, Kol: Kolkata, Chn: Chennai, Pun: Pune, Hyd: Hyderabad, Ahd: Ahmedabad 
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Upwardly Mobile 


There's a surge in jobs for telecom value-added services. 


HE TELECOM INDUSTRY IS BOOMING AND SO IS THE 
d oan applications industry. There's been a spurt in 
hiring over the last 18 months and this is expected to go 
up. “As companies set up new verticals to focus on areas 
like iP (Internet Protocol) Tv, video streaming, audio 
streaming and television by broadband, there's a spurt in 
hiring in the mobile value-added services (VAS)," says 
Hitesh Oberoi, Coo, Naukri.com. 

Most in demand are skilled software engineers who 
understand networks and handset standards. “We expect 
to see an increase of 13-14 per cent this calendar year," 
says E. Balaji, coo, Ma Foi. While these jobs are being 
created across the board, there is an increased demand 
at the senior level for techies who are conversant with 
these telecom technologies. 

SAUMYA BHATTACHARYA 


FACT FILE 

WHO'S HIRING: Mobile application companies like 
OnMobile, Mobile2win, and a host of smaller players 
who cater to the telecom industry. 


WHO'RE THEY HIRING: Skilled software engineers who 
understand networks and handset standards. 


AT WHAT LEVELS: Across all levels—the demand is the 
highest for skilled techies with an experience of over 3 
years. Team leaders and senior-level engineers are also 
in demand. 


AT WHAT SALARIES: Salaries depend on the exposure to 
value-added services (VAS). Rs 6-7 lakh p.a. for a 
techie with 3+ years of experience level; Rs 10 lakh p.a. 
for team leaders; and Rs 25 lakh p.a. at the senior level. 


WHAT ARE THE NUMBERS LIKE: According to an industry 
estimate, India will need approximately 1,000 profes- 
sionals specialising in VAS over the next two years. 





COUNSELLING 


HELP 
TARUN! 


Q: | am a science graduate with a GNIIT diploma from NIIT. 
| have also completed my masters in Information 
Technology. For the last three months, | have been work- 
ing as a technical support engineer with an MNC. | want to 
move into software development. What should | do? 
You have the necessary qualifications to get into the 
software industry—so all I can say is apply aggres- 
sively. You must understand, however, that compe- 
tition is fierce, especially for engineering graduates and 
even they are finding more technical support jobs than 
development jobs. Another way you can gain entry 
into the field is to get into an IT-oriented environment 
like an rTES company and then move slowly within the 
company after proving your worth. 


Q: | have a diploma in textile technology and am currently 
working in the marketing division of a company dealing in 
imported textile machinery. | am planning to do an MBA. 
What are the prospects in the textile sector? 

Once you do your MBA, you can join any industry you 
like and not restrict yourself to the textile industry. 
On the other hand, you also get limited by the fact 
that it is a speciality. Ultimately, it will depend on 
where your liking lies. Go ahead , do an MBA and you 
have two more years to decide. 

Answers to your career concerns are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
0/0 Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Aris Global Software Pvt. Ltd., 
Product Architect, Bangalore, 7 - 12 
Years, 3876757 

Product Architect will be responsible for 
gathering functional requirements from 
Customer & translate them into technology 
through Development Team. Prepare 
Requirement Documents based on User 
requirements. 


CentrumDirect Limited, AVP\VP, 
Mumbai, 8 - 12 Years, 3857614 

Entrant should have 8-12 years of hands on 
experience in Equity Market (Private Equity & 
Capital Market), Risk Assessment, Cash Flow 
Modeling and Business Valuations, Budget 
development and management. 


Ciena, Director of Software, Gurgaon, 
16-20 Years, 2748388 

Applicant should be able to coordinate the 
design, development, release and maintenance 
of software platforms for multiple Ciena 
telecom equipment platforms. 


Compare Infobase Ltd., Branch 
Manager, Mumbai, 5 - 7 Years, 
3533735 

Candidate should develop and implement 
annual sales plan and strategies to achieve set 
targets should be organized and able to handle 
multiple jobs effectively. 


Compu Systems India Pvt. Ltd., 
Director/ VP of Engineering and 
Operations, Hyderabad, 15 - 25 Years, 
3354741 

Aspirant will be responsible for the 
development of solar photovoltaic based 
systems and products. Establish a team of 
engineers and deliver products as per schedule 
and market requirements. 


E2E - Infoware Pte. Ltd., Senior HR 
Manager, Bangalore, 7 - 12 Years, 
3853523 

The incumbent will perform an HR Partner 
role and will be required to engage with the 
leadership and managers to design and deliver 
on Key HR programs in addition to 
participating in a gamut of HR functions. 


Emptoris, Development Manager, 
Pune, 10 - 15 Years, 3868599 

Candidates should have minimum 10 to 12 
years of IT experience including experience in 
Object-Oriented technologies and in 
implementing Web-based applications. 
Growel Softech Ltd., Senior Java 
Architect, Hyderabad, 7 - 15 Years, 
3876868 

He should have hands on experience in EJB 
(1.0 X, 2.0 X ) which includes deployment 
description, Activation/ Passivation types 
(stateful, stateless, entity, MDB) container & 
class loader basis, if not hands on conceptual 
understanding is a must. 

IBS Software Services Pvt. Ltd., 
Business Planning Manager, 
Tiruvananthapuram, 6 - 12 Years, 
3859638 

The Business Planning Manager will provide 
research and analysis, and analytical support to 
LOB, Region or SDU on performance 
metrics, business planning issues as well as 
areas not directly related to the business 
planning. 

Infotech Enterprises Limited, 
Friaetice Head - 
Telecommunications, Hyderabad, 

15 - 22 Years, 3619353 

The Practice heads needs to be a leader with 
extensive management skills; all-round 
Telecom domain expertise and experience to 
provide solutions. He should be working in a 
Telecom Industry leader or in the IT industry 
in Telecommunications practice. 

Jacsons Veneers & Panels Pvt. Ltd., 
Head - Branch Operations, Chennai, 
10-20 Years, 3849041 

The Branch Manager will be responsible for 
branch administration, marketing, selling, 
product promotion, business development, 
creating new dealer / franchisee network, 
credit control & mam management of the 
respective branch. 


Larsen & Toubro Ltd., Head 
Construction, Vadodara, 20 - 25 Years, 
3814928 

He will be responsible for various sites related 
to the construction / erection / 
commissioning of a coal / gas based power 
project. 


Mettler - Toledo India Private lim 
Regional Leader - Lab, Hyderaba: 
7-15 Years, 3877804 

You will be responsible for the 
Collections, Profit and Costs targeted f 
region. Should be responsible to implem: 
key and strategic initiatives of 
organization in the region. 

Novell, Product Manager, Banga 
8-10 Years, 3855259 

Candidate will ensure those need: 
translated into Product Requiren 
Documents (PRD) with the appro 
business case, impact analysis, compt 
analysis, and financial forecasts. 
Powersoft Global Solutions | 
Project Manager, Bangalore, 10 
Years, 3877722 

Entrant should be able to provide guida: 
team members on Business Prc 
Implementation and Support. Respo 
for planning the project in term 
Timescale, Resources, Cost and other f 
affecting the delivery. 

Quality Engineering & Soft 
Technologies Pvt. Ltd., He: 
Aerospace Engineering, Bangalo 
15 - 20 Years, 3837243 

Candidate should have 15-20 yea: 
experience in solution industry, hai 
complex projects. He should be able to 
aircraft design, analysis, electrical, tec 
publication, global product design and p 
management capabilities in the centre. 
Sika Interplant Systems Ltd., € 
Operations, Bangalore, 10 - 20 Y 
3841041 

The incumbent will be responsible for E 
appreciation, Planning, Sub-contra 
Production, Quality and handling of : 
experience in setting up green field pr 
would be an advantage. 


System Logic Solutions Ltd., T 
Acquisition Group Head / 
Chennai, 10 - 20 Years, 3880468 
Person should have min. Bachelor's E 
preferably with masters in HRM. He s 
have rich experience in global res 
acquisition and management culminatir 
senior level assignment in recruitmen' 
Large IT Company of Repute. 


To know how to apply for these jobs, go to finance jobs listing page. 
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ipollo Health Street Pvt. Ltd, 
pplication Specialist, Hyderabad, 

- 4 Years, 3721269 

andidate should be Graduates/ M.H.M/ 
LH.A with 2- 4 years of experience in 
lealthcare with Minimum 1- year in product 
nplementation. Active Participation in Gap 
aalysis/process mapping. 

เม อ ๕ ๑๓ ๕ Automation & Software 
olutions Pvt. Ltd., Functional 
onsultant, Bangalore, 3 - 9 years, 
872354 

ou will be responsible for evaluating 
astomer business needs to contribute to 
rategic planning of information systems, 
cilities and software directions, designing 


1d developing high quality business solutions - 


1d other projects. 


‘EI India Pvt. Ltd., .NET Senior 
leveloper, Chennai, 4 - 10 Years, 
52367 

ntrant should have Bachelor's degree in 
omputer Science. He should have 3-6 yrs of 
licrosoft development experience including 
VET, C#, ASP.NET, ADO.NET, VB.NET. 
hirag Water Proofing Pvt. Ltd., 
latabase Administrator, Mumbai, 

- 5 Years, 3872366 

andidate will be responsible for all DBMS 
stivities across the organization, such as 
rup and maintain production database 
vers, Create Database Structure & 
‘sponsible for database backups and 
iaintaining online database. 

‘ompare Infobase Ltd., System 
nalyst - JAVA, Delhi, 3 - 5 Years, 
791017 

spirant should be BE/ BTech/ MCA/ 
GDCA from a reputed institute with a 
inimum of 70 percent. Sun certified Java 
tofessionals with higher experience can be 
ynsidered. He should have programming 
(perience in Core Java, JSP, Servelets, JDBC 
id javascript. 

xtenprise eSolutions India Pvt. Ltd., 
iva/ J2EE Sr. Developer, Pune, 3 - 5 
ears, 202956 

icumbent should have 3-5 yrs of experience 
Java and related Technologies like |2EE, 
JBC, Swings, XML, XSLT, JSP and Servlets. 


Fulcrum Logic, Inc., Team Lead - 
SEPG, Mumbai, 6 - 12 Years, 3500327 
Ideal candidate should have around 6 - 8 years 
of experience and at least one project 
experience in the area of SEPG and CMMi 
implementation. 


Innodata Isogen Technologies Pvt. 
Ltd., Quality Control Engineer, Delhi, 
2-5 years, 3868105 

He should be able to perform in-depth ad hoc 
testing and workflow testing, black box testing 
from functional specifications. Experience in 
writing test documents, prepare test plan, test 
cases, writing test specifications. 


IP Soft India Pvt. Ltd., SAP Basis 
Administration Manager, Bangalore, 
8-15 Years, 3002668 

Incumbent will be responsible for providing 
system administration and SAP Basis support 
for our clients production SAP systems. SAP 
Basis Administratoron various SAP Business 


package applications. 


Magnet Technologies Pvt. Ltd., Flex 
Experts, Mumbai, 1-3 Years, 3868492 

Entrant should have strong hands on 
experience into Flex, Open Lazzlo, Cold 
fusion. He should have in dept knowledge of 
Flash, Javascriptand Action script (3.0). 


McAfee Software India Pvt. Ltd., 
Business Analyst, Bangalore, 6 - 12 
Years, 3867580 

As Business Analyst you will lead the design 
effort on a variety of projects in a highly 
collaborative, fast-paced environment. Your 
role is to design innovative solutions to real 
market problems, 


Progressive Infotech, Manager - 
Quality, Noida, 5-8 Years, 3870885 
The Manager Quality will be needed to 
manage the internal audits, implement 
atleast one of ISO standard 20000/ 
9000/ 27000. He should have experience 
in IT infrastructure services and Service 
management. 





Accenture Services Pvt. Ltd., SAP 
Consultants, Pune, 4-8 Years, 3814729 
Techno-functional consultants should have 
3.5 to 8 years of experience in SAP modules: 


ABAP-HR, BW, FICO, HR/HCM, NW, 
NWXI, MM, PM or PP. 

Accenture Services Pvt. Ltd., SAP 
Technical Consultants, Pune, 

4-8 Years, 3814750 


Technical consultants with 3.5 to 8 years of 
experience in ABAP or BASIS. For ABAP 
projects, you must be familiar with user 
requirements for ABAP reports, Interfaces, 
Conversion programs, etc. For BASIS project, 
your strengths will be in conceptualization, 
administration and implementation of kernel 
patches, etc. 

Velankani Software Pvt. Ltd., SSE / 
ML - EMS Automation (TCL / TK), 
Bangalore, 2-5 Years, 3872621 

Aspirant should be B.E / B. Tech /M.E / M 
Tech / M.C.A with 2-5 years of experience 
He will be responsible for writing the scripts 
for the EMS automation in TCL / TK. 

Web Development Company, 
Websphere Process Server, 
Bangalore, Kolkata, 3 - 10 Years, 
3868534 

Candidate should have excellent exposure on 
MQ Series. He must be detail-oriented, 
quality-oriented, and have ability to meet tight 
deadlines. Ability to work independently and 
in a team-oriented environment. 

Wipro Technologies, TIBCO 
Developer, Hyderabad, 2 - 4 Years, 
3867935 

Ideal candidate will be responsible for the 
complete system development life cycle of the 
project and also to lead an enhancement 
model with experience in scoping/ 
estimation/ change management/release 
management along with ability to measure/ 
track/ report performance metrics. 


Xansa [India] Ltd., Consulting 
Analyst - Oracle Apps, Noida,3 - 7 
Years, 3868813 

The candidates must be Oracle Applications 
specialists with expert functional knowledge 
in either at least two Oracle Finance modules 
plus a good working knowledge of other. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Ace Data Devices Pvt. Ltd., Sr. 
Business Development Executive, 
Gurgaon, 5 - 7 Years, 3526657 

The person will be responsible for leading the 
sales promotion activities within a specified 
domain or area. The profile includes meeting, 
nurturing and developing strategic and key 
clients. 

Amartex Industries, Media Co- 
ordinator Cum Graphic Designer, 
Chandigarh, 4 - 7 Years, 3872083 
Candidate should have good working 
knowledge of corel draw, adobe photoshop, 
page maker etc. He should have good 
experience in designing and should have 
excellent knowledge of print and electronic 
media. 

Cactus Communications Pvt. Ltd., 
Web Usability Specialist, Mumbai, 
2-5 Years, 3878571 

You should have more than two years of 
experience in creating web-user interfaces. 
Ability to develop insight into user needs and 
translate them into effective user interface 
designs. 

Changepond Technologies Ltd., 
Internation Business Development 
Manager, Chennai, 5 - 14 Years, 
3868567 

Entrant will be responsible for generating 
business from new accounts and enhancing 
business from existing accounts. He should be 
able to understand customer's requirement 
and design technically and commercially 
superior solution by effectively utilizing and 
deploying the resources. 

Delux Bearings Ltd., Product 
Managers, Delhi, 4-5 Years, 3873858 
Applicant should be graduate with post 
graduate degree/diploma in Management 
with specialization in marketing. He should be 
able to examine possiblility of telemarketing 
service and introduce telemarketing service 
forour products. 

Diffusion Engineers Ltd., Divisional 
Marketing Manager, Nagpur, 10 - 20 
Years, 3870097 

This position will be responsible for market 
developement involving interaction with all 
field force, collecting data, monitoring 
competition, new product developement and 
extensive travelling to support field force.. 


Godrej Upstream Ltd., Sales 
Executive, Mumbai, 4 - 7 Years, 
3873138 

Candidate would be required to sell Services 
(Le generating business for calibration, 
inspection, consultancy, training activity) to 
potential clients who use different kind of 
equipment for measurement. 


Great Eastern Impex Pvt. Ltd., Sales 
Manager, Bangalore, 5 - 10 Years, 
3872097 

MBA/ Engineer or Diploma with 5 + years of 
work experience in direct sales and marketing 
of IT hardware/ software, Industrial 
Automation, and/ or Printing technology 
products and solutions to corporate/ 
industries. 


Leroc Media Services Pvt. Ltd., 
Business Development Manager, 
Bangalore, 1-3 Years, 3861705 

As a BDM, you will be responsible for 
retaining, developing relationships with 
existing clients, as well as developing industry 
relationships. 


Object Orb Technolgies Pvt. Ltd., 
Business Development Executives, 
Bangalore, 1-5 Years, 2924031 
Applicant should have prior experience in lead 
generation activities. He should posses 
excellent written and oral communication, and 
presentation skills. 


Cimcon Software (I) Pvt. Ltd., 
Resident Sales Manager and Sales 
Engineer, Bangalore, 3 - 9 Years, 
2958856 

Applicant should be fluent in written and 
spoken English. Worked in industrial sector 
for marketing of automation products like AC 
Drives, PLC, SCADA, HMI, RTU, and 
Familiar with working in government sector, 


Larsen & Toubro Limited, Buyer, 
Mumbai,3-9 Years, 3805804 
Applicant should be capable of independently 
handling all procurement related activities 
including requirements study, RFQ 
generation, evaluation of vendors and 
quotations, negotiations with vendors. 


Radhakrishna Hospitality Servic 
Pvt. Ltd., Sales Manager, Delhi, 4 
Years, 3874624 

Candidate would be responsbile for S: 
Proposal, arriving at pricing through proj 
P&I; Directly interact with regional head 
Operation in-charge for cost structure 
pricing, 

Riniva Technologies, Corporate Sa) 
Manager, Hyderabad, 5 - 15 Yea 
3857358 

Candidate should have 5 to 15 years 
experience in Automobile industry (f 
whellers). He should have excellent sales tr: 
record and should be a good team player : 
should have good presentation skills. 
Suntec Web Services Pvt. Lt 
Business Development Manag 
Delhi,3-5 Years, 3870251 

Candidate should be MBA/PGDBA fr 
reputed institute with 3 to 5 years experie: 
in Techno-Commercial / IT Software servi 
/IT related sales & services, E-Learning 
business development of BPO non-voice. 


Systime Computers India Lt 
Territory M t — IT Servic 
Mumbai,2-4 Years, 3853560 
Position will be responsible for busin 
development of IT Services (Ann 
Maintenance Contract & Facil 
Management Services) to Banks, Institutic 
Corporate etc. and meet target. 


The Indian Plywood Mfg. Co. P 
Ltd., Area Development Offic 
Vijayawada, Visakhapatnam, 3 - 
Years, 3856506 

The Area Development Officer should 
capable of executing innovative busin 
development strategies, working toget 
with a team of dynamic sales personnel. 
Larsen & Toubro Limited, Supervi: 
- Transport Dept., Mumbai, 5 - 
Years, 3862682 

Entrant should have Diploma in Automol 
Engg./ Certificate course in vehi 
maintenance. Job responsibilities inch 
Logistics Management, Automobile repairi 
Inspection of both Petrol and Diesel Vehic 
Ability to test the driving skills of the driv 
from time to time. 


To know how to apply for these jobs, go to finance jobs listing page. 


Search for a job with Monster 


by your side 


Monster has the best employers hiring online... 
Post your Resume for FREE Today 
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Sharp search. Right jobs. 
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ead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


inil Chemicals & Industries Ltd., 
Manager (Accounts & Finance), 
\urangabad , 5-7 Years, 3855497 

Iver all responsible for accounting, 
dgeting, taxation matters, income tax/ sales 
ax, vat/ excise and preparation of quarterly 
nd annual Balance sheet. 


ร ๐ 1 Conductors Private Limited, In- 
tharge - Accounts/ Administrations, 
alsad, 5 - 10 Years, 3848677 

andidate will be responsible for entire 
iccounts and Administration and liaison with 
elated Govt. authorities such as Excise/ Sales 
‘ax /Local Admn. etc. 


irushman (India) Ltd., Account 
Mficer/ Executive, Delhi, 1 - 5 Years, 
847001 

1cumbent will be responsible for preparation 
f reciepts and payments account, bank 
*conciliation statement, cash flow statement, 
udgets, trial balance and finalization of 
alance sheets, 


CB Chemicon Pvt. Ltd., Deputy 
fanager - Accounts, Bangalore, 

0-12 Years, 3867143 

ntrant should be able to independently 
andling of KVAT ๕ CST. He will be 
‘sponsible for Calculation of TDS of salaries, 
ontractors, sub-contractors, rent, 
rofessionals, commission and foreign 
‘mittance & preparation of remittance 
tallan. 


irepro Systems Pvt. Ltd., Cost & 
inance Associate, Bangalore, 2 - 3 
ears, 3044751 

ntrant should have knowledge of Project 
osting, should know about Revenue 
ecognition as per AS-7, knowledge of Tally- 
2, Knowledge of overall stores procedure, 
10wledge of ERP preferable. 


lobal Content Transformation Pvt. 
td., Asst. Manager - Accounts (AR & 
ollections), Delhi, 6 - 8 Years, 
366137 

spirant would be responsible for overall 
ipervision and control of Accounts 
eceivable function, together with the aging 
view and correction responsibilities. 


Honeywell, Sr. Credit Ananlyst, 
Bangalore, 4-6 Years, 3860063 

Job responsibilities include reconciliation of 
Accounts, Collection follow up and collection 
receivables, Matching of customer Accounts 
balances, Collection of taxation 
forms/ certificates etc. 


ION Exchange (India) Ltd., Manager 
Internal Audit, Mumbai, 5 - 7 Years, 
3471117 

Understanding & reviewing the Policies & 
Procedures of the company, Follow up for 
reply & implementation of Auditing findings, 
responsible for Follow -up on closure against 
Report recommendations, Identify areas of 
cost savings & achieve the same in terms of 
value. 


Mahindra Rosin & Turpentine Pvt. 
Ltd., Account Assistant , Mumbai, 
2-3 Years, 3876985 

The candidate should be a graduate or 
postgraduate in commerce & has to have 
sufficient knowledge of all accounting aspects 
as the candidate will be responsible for 
handling entire gamut of accounting 
functions. 


National Paints and Warnish Works, 
Accountant, Hyderabad, 2 - 5 Years, 
3846679 

Person should be well versed in all aspects of 
manual accounting & accounting packages. 
He should have good knowledge and 
experience in handling Sales Tax & Income 
Tax matters & MS Office tools. 


Parsec Interact Inc., Executive - 
Accounts, Gurgaon, 3 - 4 Years, 
3524020 

Applicant should have at least 3-4 Years of 
experience in hardcore accounting/ MIS 
function of a mid level organization 


preferably in an ITES company. 


Pune Techtrol Pvt. Ltd., Executive 
Accounts / Account Officer, Pune, 

6 - 10 Years, 3839451 

Job responsibilities include Bank 
Reconciliation, Loan & Advances Register, 
Outstanding analysis, Debit / Credit Note, 
Sales / Purchase Register, Trial balance, Profit 
& loss account & Balance Sheet. 


Sambe Software Pvt. Ltd., Head - 
Taxation, Mumbai, 7 - 9 Years, 
3856836 

Candidate should be a qualified Chartered 
Accountant having around 5 years post 
qualification experience in Corporate 
Taxation of large corporate. He should have 
thorough knowledge of Income Tax and 
other direct Tax Laws. 


Sejal Architectural Glass Ltd., Senior 
Manager - Accounts & Finance, 
Mumbai, 10-15 Years, 3844920 

Managing over all accounts, Budgeting and 
variance analysis, MIS reporting, Excise, and 
Reconciliation of Financial & Physical 
Inventory Sales Tax matters, Insurance 
Matters, Payroll Accounting and TDS Matters 
& other tax relating to manufacturing, 


Sua Explosives Accessories Ltd., 
Commercial Executive, Bangalore, 
5-10 Years, 3865856 

Commerce graduates having experience in 
handling Sales Tax matters and good 
knowledge of Sales Tax/Vat rules and 
services Tax/e-returns regulations and 
procedures. 


Syntel Inc., Financial Analyst, 
Mumbai, 3-7 Years, 3816873 

The successful candidate will possess a strong 
desire to be part of a fast-paced, deadline 
driven, team player environment. They must 
have excellent analytic, quantitative and 
forecasting skills, as well as strong 
communication and interpersonal skills. 


Zoom Developers Ltd., Managers/ 
Finance Executive, Mumbai, 2 - 5 
Years, 3866932 

Incumbent should have ability to screen new 
proposals, conduct feasibility study and 
recommend on the financial viability. 
Preparing detailed Project Report for Banks & 
Financial [Institutions 





HOW TO APPLY FOR THESE JOBS: 


1. Logon to www.monster.com 

| 2. Type the job ID in the "Search Jobs" 
box on the home page 

| 3. Click the "Go" button 
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Pragati 47, founded in 2003 by a group of professionals and 
entrepreneurs, is an innovative real estate and infrastructure 
developer incubating large projects. 


BUSINESS MODEL 

It identifies significant market opportunities, researches them and creates 
business plans including master plans. Based on these it brings on board 

all relevant collaborators such as Government agencies, landowners, financial 
partners, operators and the like. With them it creates institutional arrangements 
such as Special Purpose Vehicles (SPVs) in which it holds substantial stakes. 
These SPVs then go on to build large projects. 


PROJECTS 
The company has launched landmark projects for development of serviced 
apartments, a 312 acre township and a 198 acre integrated development. 


A new business concept 





| COLLABORATION & FUNDING 

Wher e? It has entered into joint ventures with Government agencies, formed consortia 

Delhi & Kolkata. with international experts, developers and financial partners and has recently 
š received funding from a Hedge Fund, one of the world's ten largest. 

Experience ? 


Its most recent initiative is an aerotropolis (airport and township) project 
to be developed over an area of 2300 acres. 

PATH FORWARD 

The company is embarking on an ambitious expansion plan with focus on 
new airports, townships, hospitality infrastructure and retail & recreation 
destinations. 

AN INVITATION 

It needs sector specialists, business managers, marketing and sales trailblazers, 
engineering hotshots, finance whiz kids, Information Technology experts, 
and perceptive economists and sociologists. Pragati 47 is looking for people 
from diverse backgrounds which would include experience in sectors other 
than real estate and infrastructure. 


5 — 25 years. 


Compensation ? 
Rs.6 — 40 lakh P.A. 





Excellent communication and IT skills are expected for all positions. 

Pragati 47 is an equal opportunity employer and provides a work environment 
designed to bring out the best in women managers. 

Successful candidates are expected to have experience of 5 to 25 vears. 

The positions will be based at Delhi and Kolkata. 

The compensation package will be attractive and may range from Rs.6 lakh 
to Rs.40 lakh P.A. plus performance based incentives. High performers can 
expect to double their compensation within 3 years. 


PR IN Al | A For applying online and detailed job descriptions, visit our website 
/ www.pragati 47.com/careers/careers.aspx 


IDEAS ๑ TEAMWORK e SUCCESS orsend your resumes to careers@pragati 47.com 


An effigy of Nandagudi SEZ-promoter Nikhil Gandhi and (below) a Congress fact-finding team on the site 
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Nandagudi, South Karnataka 


1 I ROM THE BLOOD-LETTING IN NANDIGRAM, SEZ 
. protests head south to the similar-sounding 
Nandagudi, a collection of 36 villages in 
southern Karnataka, where villagers hold up 
E traffic and burn effigies to protest against a 
proposed SEZ, which, they say, will wreck their livelihood 
and take away their fertile farmland. Farmers have 
walked, cycled and hitched rides from the surrounding 
36 villages that comprise Nandagudi Hobli, the new epi- 
centre of the country’s anti-SEZ movement. Two days af- 
ter a long line of politicians, mostly from the opposition 
Congress, berate the ruling JD (S)-B]P combine for sur- 
rendering to “greedy private developers”, farmers take 
matters into their own hands and demonstrate against 
this Rs 15,000-crore project. “There is an air of unc- 
ertainty with the announcement of this project and 
we want to ensure we're 
not left penniless once 
the project is started," 
says an agitating farmer. 
Over the last six 
months, developers have 
made a beeline for the 
region, which is 20 km 








PHOTOGRAPHS BY DEEPAK G. PAWAR 


from Bangalore’s new international airport and around 
50 km from the city centre, to try and buy all the land 
they can. While Mumbai-based SKIL Infrastructure 
has bagged the mandate for the SEZ to be constructed 
at Nandagudi, farmers fear that “unscrupulous de- 
velopers” would grab their land over the next few 
months. According to S.S. Lakshmish, Treasurer, 
Bhoo Swadheena Horata Samithi (the local farmers’ 
collective opposing the SEZ), the 15,000 acres identi- 
fied for this facility will render thousands of people job- 
less and destroy what is today fertile farm land. “There 
are over 10,000 uneducated and poorly educated 
people who are entirely dependent on their land for 
sustenance and the construction of an SEZ will sound 
the death knell for them, since they aren't qualified to 
do much else,” he argues. 

According to estimates from local farmers, the 36 vil- 
lages in the Nandagudi Hobli produce around 18 tons 
of fruits and vegetables, 1.25 lakh litres of milk (in- 
cluding a dairy at 
Ittasandra village in the 
area, which was once the 
state's most productive) 
and 5 tons of mulberry 
per day (which goes into 
silk worm rearing) and 
Is far from being arid or 
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bt reporter's diary 































(From top to bottom) Policemen on a 
vigil; Bhoo Swadheena Horata Samithi's Lakshmish; 
and a glimpse of silk rearing, ล major activity in the area 


barren. “We've even used modern 
methods of agriculture such as drip ir- 
rigation and high-yield seeds to im- 
prove our farming techniques,” says 
M. Muniraju, another local farmer, as he 
points to lush green mulberry fields as we get 
a guided tour through Ittasandra. 

Two days before the protests, the farmers and me- 
dia are subject to a barrage of speeches from the mem- 
bers of a Congress fact-finding team visiting ostensibly 
to get a first-hand look at the area and chat with local 
farmers. “Let the government build sEZs and rr parks on 
their own land and not snatch your land and your 
livelihood from you,” declares A. Krishnappa, a former 
state minister and MLA. Meanwhile, D.K. Shivakumar, 
a Congress heavyweight and long-time baiter of former 
Prime Minister H.D. Deve Gowda, turns up the political 
rhetoric further, charging the ruling JD (S)-BJP coalition 
with “indulging in land politics and usurping farmer's 
land for self gain." While the government has in prin- 
ciple cleared the SEZ, it won't acquire any land for 
this initiative, instead leaving that bit to SKIL 
Infrastructure, the project's promoters. “The govern- 
ment has nearly 4,000 acres of land around the area, but 
they want to bring farmers to ruin," says Shivakumar. 
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The Government, meanwhile, returns fire in kind, 
with Chief Minister H.D. Kumaaraswaamy stating 
that his administration has been *open and transparent 
about the entire process." Attacking the repeated visits 
by fact-finding teams, he says that, “all the tamasha be- 
ing created by the setting up of a so-called fact-finding 
committee by Congress is nothing but an attempt to ma- 
lign me and my family. While the government is always 
ready to look into any genuine grievance, we will not 
be cowed down by threats from opposition.” 

While Nandagudi may have received all the atten- 
tion, its neighbouring hoblis that are benefitting as a re- 
sult, with land rates doubling and tripling, according to 
farmers. “Land prices have gone up to Rs 70 lakh to Rs 
| crore per acre right next door but even if we wanted 
to sell, no one wants to touch our land,” says a farmer. 
In the last four or five weeks, realtors ensconced in their 
large SUVs have made trips to scope out land prices and 
hunt down willing sellers of land. In between these sor- 
ties, politicians such as Shivakumar & Co. have bought 
their cavalcade to Nandagudi every couple of days to 
win some quick brownie points with an often des- 
perate and occasionally ignorant population. 
ไท between all this mud-slinging, the 
founder of sKIL Infrastructure, Nikhil 
Gandhi, says: “We have been in the 
infrastructure development industry 

for two decades (having built, for 
example, India's first sea port) and we 
will include locals and farmers in all 
development." Denying the opposi- 
tion's allegations, he says SKIL has 
roped in NGOs and academic institutes, 
including Tata Institute of Social Science, 
to make a study and recommend a compre- 
hensive rehabilitation package if required. *We 
were a pioneer in infrastructure in India and our proj- 
ects will only use arid and government land," says 
Gandhi, who raised $500 million (Rs 2,050 crore) by 
selling a 25 per cent stake in his company to raise 
funds for his new ventures. 

Despite these statements, Nandagudi farmers aren't 
convinced. *We don't know who this Gandhi is and we 
haven't seen him in our lives. According to news rep- 
orts, he is the person behind this project, but we've 
never heard from him," says Lakshmish. Gandhi, 
however, says that he has indeed visited the area 
around eight months ago and a study by Tiss is und- 
erway to determine the exact contours of the project. 
“We don't want SKIL or any other company on our 
land; we've been farmers and tilled our land for gen- 
erations and are happy to make our living here. We 
don't want to move anywhere and undertake any 
other occupation," says Muniraju. 8 











THE BEST COMPANIES 


Bëst TO WORK FOR IN INDIA: 2007 


FORININDIA Inviting entries for our seventh annual survey of best companies. 


EGISTRATIONS CLOSE FOR BUSINESS TODAY'S SEVENTH ANNUAL 
Best Companies To Work For In India Survey in a few days. 
If you haven't yet registered for participation, then hurry up. 
The opportunity: To make it to India's most respected sur- 
vey of workplace satisfaction. As you must know by now, the 
survey is conducted in association with Mercer Human Resource 
Consulting, which provides subject expertise, and TNS India, which 
manages the logistics of this exercise. Business Today will publish names 
of only those companies that emerge as the top 10 in the survey. 
Registration is free and on a first-come-first-served basis. To participate 
in this survey, simply log on to the study website (see How to Participate) 





and complete the process before July 15. Go on, hurry up. 


HOW TO PARTICIPATE 


m Participation in this survey is open to any 
company that operates in India, irrespective 
of its ownership. 


m Participating companies must have been in 
existence in India for a minimum of four years, 
and must employ at least 200 management/ 
executive-level personnel in India. 


m To participate, companies should log on to 


http://survey.tns-global.co.in/BestCompanies2007/Home.htm 


and register online. Additionally, as part of the 
registration process, participating companies 
should download the registration form (available 
on the website), print it on the company 
letterhead and fax or courier the completed form 
to the following address: 

Ms Shivangi Singhal/Neha Ahluwalia 

Best Companies Research Team 

TNS India; CICD Tower 

Institutional Area, Hauz Khas 

New Delhi 110 016 

E-mail: shivangi.singhal@tns-global.com 

Fax: 011-4256 6677 


m Participating companies will be required to 
nominate a point person for the study who 


will be the study coordinator on behalf of 
the company. 


m Participating companies will have to share 
information regarding their people practices, 
provide employee details from which a sample will 
be administered a questionnaire, and should be 
willing to throw themselves open to a physical 
audit by the survey partners. 


m The last date for companies to register is July 
15, 2007. 


m By participating in the survey, companies are 
signalling their willingness to be part of the special 
issue Business Today plans to bring out on the 
Best Companies To Work For In India. 


m The Business Today, Mercer Human Resource 
Consulting and TNS teams are committed to 
maintaining the absolute confidentiality of the 
study participants. 


m At no stage will the names of the participating 
companies be released to any third party. And 
only the names of those companies that are 
recognised as The Best Companies To Work 
For In India will be publicly released. 
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bt bookend 


Surviving Wal-Mart 


A former Wal-Mart strategist tells you how to survive and thrive 
in a world dominated by the retail giant. R. SRIDHARAN 


Will have been corporations far more powerful 
illiam H. Marquard I 

| than Wal-Mart—for instance, Standard Oil 
Tata McGraw-Hill mud cad Maroc a arad 
Pp: 272 an US tee ut none o them was as care 
Price: Rs 450 or reviled as Wal-Mart is today. True, this is a 
different day and age, but the universal awe that 
this hyphenated *beast from Bentonville" 
evokes is a left-handed compliment to its 
growing sphere of influence. It is not just sup- 
pliers, competitors, state administrations, and 
technology innovators, but also employers 
who need to keep an eye on Wal-Mart. 
Consider this: Wal-Mart spends $240 billion 
every year on buying stuff from 61,000 sup- 
pliers in 70 countries. It employs 1.8 million 
workers and serves 176 million shoppers glob- 
ally every week. By 2010, Wal-Mart could 
have $500 billion in revenues. 

But must Wal-Mart's relentless growth 
mean the death of its competitors? Not nec- 
essarily, says the author of this book. *We 
can all profit in the Wal-Mart World," he 
says. This book, then, is designed to show you 
how. What makes Marquard qualified enough for the job is the fact that 
as a former consulting partner at Ernst & Young, he designed Wal-Mart's 
first-ever strategic planning process and ran it for three-and-a-half years 
in the late 1990s. “My firsthand experiences. ..enable me to prescribe win- 
ning strategies for business leaders who are required to wear multiple hats, 
as competitors, suppliers, employers, and community members, in the 
world created by Wal-Mart..." 

So, what's the prescription that Marquard, who now runs his own 
consulting firm, comes up with? The first rule, he says, is not to take Wal- 
Mart or any other giant head on. Instead, competitors must figure out 
three things: How to differentiate, what to emulate, and where to 
dominate. In fact, those are the choices suppliers must make as well, 
after they have determined whether to supply Wal-Mart at all. Marquard 
also looks at how employers can use Wal-Mart's poor employee re- 
muneration to their advantage by offering workers a better and fair deal, 
and finally how communities must deal with overwhelming forces 
such as Wal-Mart. 

In India, where Wal-Mart has just about signed a joint venture deal 
with Bharti, similar issues may arise in the future. But that's no reason to 
demonise the company. There are millions of households in the us 
that would be worse off but for Wal-Mart's every day low price propo- 
sition. In India, where the people are poorer still, an efficient retailer like 
Wal-Mart may actually help lift the standards of living. Yes, thousands 
of kiranas will shut shop in the wake of organised retail. But 
Wal-Mart won't be the only culprit. 


WAL-SMART [: THE HISTORY OF AMERICAN BUSINESS, THERE 
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R.K SWAMY— 

HIS LIFE AND TIMES 

By V.S. Chakrapani & V. Ramnarayan 
Pp: 225 

Price: Rs 1,800 


OR A CITY THAT HAS STRUGGLED TO 
prove time and again that 
advertising is a lucrative busi- 
ness, here comes a book that's a 
resolute reminder that Chennai 
has made a large contribution to 
the ad industry. The presence of 
R.K. Swamy headquarters on the 
busy Mount Road (now Anna 
Salai) junction, is a reminder of 
the establishment of the axis that 
started with Mumbai and Kolkata, 
found a rich strike down south 
when R.K. Swamy Associates 
burst on the scene in 1973; 
remarkable, that the initiator was 
50 years old then. Thereafter, 
he went on to establish 
streams—most significant of 
which remains to be Hansa 
Research—that have become the 
norm for an industry obsessed 
with '360 degree' approach. The 
book brings a rush of accounts 
(pun intended) and people that 
have shaped the industry since 
pre-Independence. And ironically, 
little seems to have changed for 
the agencies as far as Chennai is 
concerned, since Swamy moved 
to expand JWT operations there 
in 1955. The book states that 
"it was not the best of times for 
the advertising business, nor was 
Madras a marketing or advertising 
Savvy city. 'Conservative' was an 
understatement when it came to 
describing the attitude of most 
enterprises..." Maybe, there 
should be some lessons here for 
those struggling to keep their 

branches afloat. 
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Subscribe to enjoy never-before 
savings and get assured gifts. 
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bt event 


F YOU THOUGHT 

corporate battles are 

fought only in 

boardrooms, get 

ready for some fierce 
action on an unusual ter- 
rain. It is that time of the 
year when the Microsoft 
Corporate Challenge 2007 
is set to begin—a challenge 
that will test the physical 
and mental strengths of the 
participants in the face of 
tough competition. 

After hosting the event 
in God's own country—the stun- 
ning backwaters of Kerala in 
2006—it is time to look overseas. 
While Goa was the first venue, 
Kochi, last year, was abuzz with 
talk of an interesting venue for the 
third edition of the challenge. The 
Royal Retreat of Hua Hin in 
Thailand has been chosen as the 
perfect setting for the event. 

So, what's the buzz this year? 
There will be surprises galore and 
participants will just have to expect 
the unexpected. Spread over four 
days—the event will run from 
August 30 to September 2, 2007— 
this year's challenge promises to 
pit the best teams against each other 
in a gruelling series of physical and 
mental games. 

Last year's honour roll at Kochi 
reads like the who's who of the 
corporate world with Standard 
Chartered Bank romping home vic- 
torious. The line-up comprised 35 
teams, including Motorola, Hutch, 


Fun is important: Winning, paramount 








TICKET TO 





ADVENTURE 


Are you ready with the 
winning strategy? It's 
kick-off time for Microsoft 
Corporate Challenge 2007. 





Infosys, Unilever, Pepsi Foods, JM 
Morgan Stanley, ICICI Securities, 
Group M, Standard Chartered Bank, 
GE Money and JWT. 

Here's a recap of the fiery spirit 
of Microsoft Corporate Challenge 
2006—a pointer to the things to 
come. On Day 1, the physical 
workout consisted of cycling and 
running across distances of over 
five kilometres. Each team—com- 
prising seven members, including 
two women and a senior execu- 
tive—would divide itself into cyc- 

lists and runners and then con- 
verge at a common point from 
where the tasks would be exc- 
hanged. That Kerala’s land- 
scape was breathtaking was 
more than a bit of help. 

The terrain was spread across 
the FACT premises, Cheppanam 
Island and The Le Meridien 
Cochin resort. For the stock mar- 
ket players, there was a simu- 








lated trading game where the par- 
ticipants were given currency in 
advance to put in stocks. The trad- 
ing counter and the bank were far 
apart, and if you were looking to 
hit a jackpot of $12,000 (Rs 4.92 
lakh), you had to be sure that your 
mind and body were working in 
perfect sync. 

If Day 1 was exhausting, Day 2 
was no different—there was more 
walking, rowing, and more brain- 
teasers. The underlying task: to 
work as a team and prepare your- 
self to gel quickly. This was chal- 
lenging considering the team 
members could have been people 
you'd never met before, simply 
because all of you worked in dif- 
ferent cities. Not easy, but surely 
loads of fun. 

The Microsoft Corporate 
Challenge 2007 will be sponsored 
by McDowell’s Signature, Business 
Today, NDTV Profit and Mountain 
Dew. To the participants: gear up 
for a fun, yet highly competitive, 
event. Running, biking, and brain- 
teasers—it’s going to be an arduous 
task. Our advice: keep yourself cool 
and hydrated. And yes, if you think 
you are slightly out of shape, spend 
a while loosening up those limbs. 
You wouldn't want to be out of 
stamina after biking a few metres. 
Here's to the grit and determination 
that makes a winner. 

KRISHNA GOPALAN AND 
AMIT MUKHERJEE 
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DELIGHTFUL DRIVE PRINTED | 
SPREAD CIRCUIT 


Delightful Spread 


If variety is the spice of life, then food courts are the flavour of the season. 
We present some of the most popular food courts across six cities that 
offer delectable cuisine and a peppy ambience. 
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It's worth the wait: At 
S. Mumbai's Inorbit Mall 







RACHIT GOSWAMI 


(1 Di N THE PERENNIAL DEBATE ON GOOD AMBIENCE VS REASONABLE PRICING, THE 


Inorbit former prevailed in our choice for the most popular food court in 
LOCATION: Inorbit Mall Mumbai. Inorbit Mall in Malad is mostly frequented by moviegoers and 
in Mumbai suburb Malad shoppers who do not mind paying a little extra for just the right setting. 
DIVERSITY OF CUISINES: 26 food While Ruby Tuesday, Moti Mahal, Thai Lotus, Rajdhani and Nandoo's 


counters and restaurants offering 


| | | are well-liked, you can also savour Chinese. Italian. Indian and Thai 
Chinese, Italian, Thai and Indian - 


cuisine as well. For the vegetarians, there’s Sanskriti that serves mouth- 


— ing dishes. Al | at the food hich i ! 

We dishes. Also served : > foodc which i: Z 'e 
CLEANLINESS AND HYGIENE: itering C I les 50 ร ed at tne oc court, whic IS spreac over 
Fairly high 12,000 sq. ft and seats 800 people at a time, are Mumbaiah street food 


like sev puri, bhel puri and pav bhaji. The average service time of 15-20 
minutes tends to make people queuing up a bit restless. Some people, 
though, say it’s a little pricey, but the ambience makes up for it. 

RACHIT GOSWAMI 


SERVICE TIME: 15-20 minutes 


VALUE FOR MONEY: Rs 80-120 per 
person 
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NULNRNA I 
Hangout Food Court 
LOCATION: Hangout, City Centre, 

Salt Lake, Kolkata 
DIVERSITY OF CUISINES: Nine outlets serving 
seven types of cuisine 
CLEANLINESS AND HYGIENE: Fairly high 
SERVICE TIME: 10-15 minutes 
VALUE FOR MONEY: Rs 100 per person 


HE FOOTFALLS HAVE BEEN INCREASING 
Tis 20 per cent every month for the 
last six months at Hangout; so has the 
business volume. The 8,500-sq. ft food 
court is the newest hip eating place for 
techies from Sector V, Kolkata's rr hub, 
and for families on a shopping spree. 
You can taste North Indian, South 


Indian, Bengali, Continental, 
Chinese and Italian cuisine, plus 
a range of Mumbai Chat, Pizzas 
and mocktails. Weather permit- 
ting, the food can be enjoyed in 
the open-air area (spread across 
4.000 sq. ft) as well. Other food 
courts in the reckoning are the ones 
at Forum Mall, Swabhoomi, and Mani 
Square. But what works in the favour 
of Hangout is its location, ambience and 
the array of cuisine. 

RITWIK MUKHERJEE 








Teeming with life: 
At Hangout, City 
Centre, Salt Lake, 
Kolkata 
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BANGALORE 


The Transit 
LOCATION: Forum Mall, Hosur 


Road 


DIVERSITY OF CUISINES: 13 outlets offering 
15 types of cuisine 


CLEANLINESS AND HYGIENE: Neat. Howewver, 
rubbish bins tend to overflow on Saturday 
evenings when footfalls rise exponentially 
SERVICE TIME: 5-15 minutes 


VALUE FOR MONEY: Rs 100-150 per person 


over a dozen outlets to choose 
from, The Transit at Bangalore's up- 
scale Forum Mall is the preferred place 
to eat out for an assortment of people 
ranging from compulsive shoppers to 
college kids skipping a boring mid- 
morning class. The food itself ranges 
from simple veggie sandwiches to 
complete Indian, Continental and far 
eastern meals from the likes of Shiv 
Sagar, Beijing Bites and Panda House. 
For those in a hurry, choices include 
Pizza Corner and Subway, although 
the latter can be steep. And remember: 
if you happen to visit the place on 
Saturday evening, expect to make a 
run for tables since all of Bangalore 
seems to land up here. Apart from 
The Transit, Bangalore Central and 
Garuda are popular with the foodies 

and the mall rats alike. 
RAHUL SACHITANAND 


S PREAD ACROSS 30,000 SQ. FT AND WITH 
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HYDERABAD 
Ohri's Foodcourt 


LOCATION: Ohri's Foodcourt at 
Prasad's Multiplex 
DIVERSITY OF CUISINES: 10 types of cuisine 
CLEANLINESS AND HYGIENE: Fairly neat. 
SERVICE TIME: 10-15 minutes 
VALUE FOR MONEY: Rs 95-130 per person 


T IS THE FIRST FOODCOURT IN 

Hyderabad and finds a place in 
our list for its cuisine, service and 
hygiene. Spread across 6,000 sq. ft, 
The Ohri's Foodcourt is located in 
Prasad's Multiplex. With nine to 10 
types of cuisine on offer including 
Chinese, Thai, South Indian or just a 
combination of a burger with 
chicken tikka, there are different 
options to suit your pocket and 
tastes. There is the irresistible biryani 


DEBASIS PALIT 


| 
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DELHI 













e cludes biryani, dal makhani, mirchi- 

| ka-salan, raita and a Coke. The 
» place is spic and span; service is 
\ quick. No wonder the place 


attracts. around 


CHENNAI 


La Marina Food Court 
LOCATION: La Marina Food Court at 
City Centre Mall 


DIVERSITY OF CUISINES: 13 outlets offering 
eight types of cuisine 


CLEANLINESS AND HYGIENE: Neat and well- 
maintained 


SERVICE TIME: 10-15 minutes 
VALUE FOR MONEY: Meal! at Rs 80 per person 





THIS IS A FOOD COURT WITH A VIEW 
where you can savour the blue sky 
and the azure sea—reason enough 
for students to hang on from lunch to evening with their lap- 
tops. The view at night is equally breathtaking—one can see 
the anchored ships and the distant flickering lights. If you still 
care for food, you do have the best of coffees (Barista), 
juices (Fruit Punch), ice-creams (Fresco), pizzas (Pizza Hut) 
and burgers (Subway) jostling with south Indian (Sangeetha), 
Chinese (Wang’s), Italian (Little Italy), Mexican (Mexchicinn), 
and Arabian (Arabian Hut) cuisines. 


La Marina Food Court: 
A Mouthful of Sky 


NITYA VARADARAJAN 


MGF Food Court 
LOCATION: Level 3, MGF Metropolitan, MG Road, Gurgaon 


DIVERSITY OF CUISINES: 16 outlets offering more than 10 types of cuisines 
CLEANLINESS AND HYGIENE: Fairly clean 

SERVICE TIME: 5-8 minutes 

VALUE FOR MONEY: Rs 100 per person 








combo priced at Rs 125 that in- OOD COURTS ARE A DIME A DOZEN IN THE NCR BUT THE ONE AT MGI 

P oos over others on the number of kiosks and the quality of 
service. The 5,756-sq. ft food court with a seating capacity of 270, 
attracts 6,000-8,000 footfalls over the weekend, thanks largely to its 
accessibility, cleanliness and assortment of cuisine. While McDonald's 
is the highest revenue generating counter, Wow Italia, Asian Wok, 
Punjabi Grill, Purani Dilli and Arabian Nites are the other crowd 
pullers. Easy on your wallet, the place is also cleaner than most oth- 
ers. The food courts at Competent Cine Court (3C’s Lajpat Nagar, 
Delhi) and Pacific Mall, Ghaziabad, are also quite good. 


PALLAVI SRIVASTAVA 


Astrologer Anurag Tripathi had predicted 


he direction of bullion, crude oil and cotton 
on June 21 for BT. Here, as promised S 
we match his predictions with actual “< 
rice movements | $ 
ส ล).% . 
GOLD AND SILVER “จ จะ 
Prediction: Prices will fall between July 3 and July 6, 
rise for 2-3 days from July 9 and fall again from July 12-17 
Was he right? Yes. Gold, which closed at Rs 8,795 (per 10 
gm) on July 3 (Rs 80 higher than the previous close), slipped 
Rs 60 on July 4, went up marginally by Rs 15 on July 5, closing 
at Rs 8,750 and fell to Rs 8,665 on July 6. Silver, too, fell 
Rs 50 to Rs 17,250 (per kg) on July 4; on July 5 it fell further to 
Rs 17,230 and on July 6 fell below the Rs 17,100-mark. 


CRUDE OIL 

Prediction: Prices will fall from July 4-14. 

Was he right? Yes. Prices down from $74.63 to $71.45 
between July 4 and July 6 


COTTON 

Prediction: No. Prices will remain weak from July 4-6 

but will reverse the trend and rise from July 9-13. 

Was he right? No. Prices of cotton closed at Rs 19,900 per 
candy (365 kg) on July 6, a rise of almost Rs 400 

from its July 4 level. 





Note: This section went to press on July 6; hence, we are unable fo report on 
Inpathi 5 pri edictions bevon 0d thi date 


IST TEMP 


HIS IS NOT A HISTORY LESSON, 

but modern car racing video 

games came into their own 
only after the first modern con- 
sole, the PlayStation, was launched 
in 1995, along with one of three ti- 
tles that essentially defined car rac- 
ing—Ridge Racer. The other two 
iconic titles in this genre are Gran 
Turismo and Need for Speed. 

So, when Br Drive decided to 
take a couple of games for a drive 
(no pun intended) on the Sony 
PlayStation3 and the Microsoft 
Xbox 360, this columnist also got 
to relive a bit of his childhood. The 
games in question are Motorstorm 
on the ps3 and Forza 
Motorsport2 (FM2) on the 
Xbox 360. Both titles are 
exclusive to their respec- 
tive consoles, and are com- 
pletely different in the way 
they have been conceptu- 
alised, but trust us, both 
games are fascinating. 

Let's start with Motor- 
storm, which was briefly 





mm mentioned when this col- 


in? FM2 
Ready for a Spin: 
(above) and Motorstorm 


umn reviewed the Ps3. You have 


to admire the game designers for 
throwing logic out of the window 
when they designed this game 
imagine racing on canyon tops and 
bounding across them. Time a jump 
badly, and you're staring at a few 
thousand feet down. But the game 
is great fun, because you can al- 
most always choose the line you 
want to take, and in several races 
you can choose the class of vehicle 
you want to race. 

Motorstorm takes advantage of 
the PS3's SIXAXIS controller that al- 
lows gamers to control direction 
by turning their controllers. And 
the graphics? They're, well, jaw- 
dropping good. This is a crazy 
game, but start-up and load times 
are too long. Change the skin on a 
vehicle and you wait for 30 sec- 
onds before anything happens. And 
there is no offline multiplayer 
mode. Irritating. 

FM2 is a far more typical racing 
title; no canyons here. But as far as 
games with lots of sports cars go, 
this one blows away any previous 













Speed 
Demon 


New-generation 
consoles have taken 
racing games to 

the next level. 
KUSHAN MITRA 


title—300 cars from 50 manufac- 
turers, from Volkswagen's Golf to 
the top-notch Ferrari. There's an in- 
credible array of circuits and once 
you set up yourself in career mode, 
you can do almost anything to your 
fleet of vehicles. 

But the reason that FM2 is pos- 
sibly the best racing title so far on 
any platform is the amazing level ot 
car physics. This game has a steep 
learning curve even though the ba- 
sic controls are pretty much the 
same. You suddenly realise how 
incredibly easy it is to lose control 
while driving off the racing line. 
Little mistakes can add up, which 
can be incredibly frustrating, but 
as you get the hang of it, you un- 
derstand just how good the game is. 
Plus, it does have good old split- 
screen multi-player mode, giving 
one an excuse to get that big-screen 
flat-panel TV. 

Both titles are impressive and 
show off the ability of their plat- 
forms, but in terms of sheer game- 
play, Forza Motorsport2 wins 
hands down. 


bt printed circuit 


ATV? A Computer? 


It's a Laptop 


HP's Dragon is powerful, but it could do with more juice. 












HEY CALL THIS THE 

"Dragon" and 

claim it is a laptop. 
Yes, technically it is a lap- 
top, featuring all sorts of 
little laptop parapher- 
nalia. But one 
wonders if HP 
used a basket- 
ball superstar as the 
ergonomic model for the 
device. That said, as far as ma- 
chines go, this is a particularly good- 
looking one. 

Technically, the Dragon is a 
desktop replacement with “limited” 
mobility; even if you wanted to 
carry this 20-inch screen on-board a 
plane, not only would you need to 
fly one of those fancy First-Class 
suites, you would possibly run out 
of battery within 90 minutes. The 
machine is designed for “limited 
mobility” rather than actually func- 
tion as a laptop. As far as machines 
go, this Rs 1.1 lakh behemoth has a 
spectacular display. And the 


specifications are 
top-of-the-line—2.4 
Ghz Core 2 Duo 
processor on a 
T7700 motherboard, 
2 gigabytes of mem- 
ory, Bluetooth, Wi-Fi, 
Altec-Lansing speak- 
ers and well, lots, 
lots more... which 
means that the Dragon is 
extremely agile as a computing 
device. Somehow, while staring at 
that massive screen, all you want 
to do is watch movies, and one 
must admit, video playback is bril- 
liant. And thanks to the little re- 
mote control that slots in next to the 
keyboard, things are even better. 
It is expensive yes, but if you 
want your computers to look and 
act good, you really couldn’t do 
much worse. And come to think of 
it, the Dragon costs a lot less than a 
17-inch MacBook Pro, which costs 
Rs 1.5 lakh. 
KUSHAN MITRA 


Mobyko Yourself! 


Now, create a free, online back-up for your phone contact list. 


VER LOST A PHONE? 

then you know the 

headache of rebuild- 
ing your contact list. 
Contact management soft- 
ware is pretty good on 
Symbian-powered devices. 
Enterprise-level software and 
thin-client phones have 
meant that devices like 


NT Z; ota 
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A Multitude 
of Riches 


WRITTEN ABOUT 


E HAVI 
Digital Video Broadcast- 


handheld (DVB-H) before, but to 
see the system in action around 
the capital is one hell of a party 
trick to have up your sleeve. 
DVB-H picture quality is superb, 
and watching the India-South 
Africa match on the device was 
actually fun. 

[he N92 is a fairly capable, 
albeit, very heavy, handset thanks 
to the high-contrast and fast main 
screen. However, the N92 isn’t 
the best mid-range N-series de- 
vice out there and, at Rs 23,700, 
it isn't cheap. But DVB-H should be 
coming on a host of handsets, 
and not just from Nokia, soon. 
Hopefully, the channel offering 
will improve beyond pp. 

KM 





back-up. That is where a new 
dotcom from the UK called 
Mobyko.com has an interest- 
ing service that allows you to 
create a back-up of your con- 
tacts, text messages and 
videos. Best of all, it’s free. 
Having said that, there are 
also at least three copycat 
Indian dotcoms that may well 


BlackBerries get backed up on your office servers 
(just don't get fired). 

But, at the same time, what if you lose your 
phone somewhere weird or just want an online 
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start up within the month. But there are also other 
dotcoms out there which provide similar services 
such as Zyb.com. 

KM 


Two Tweaked Moves 


UMB-BELLS ARE MORE VERSATILE THAN YOU THINK. IN THE PAST, 
D Treadmill has mentioned how just a pair of dumb-bells and an 

ordinary bench can be enough to give you a full-body workout. 
Even better if you have three pairs in different weight configurations (or 
even a single adjustable pair). Dumb-bells can be used to work out 
your upper and lower bodies and may, in fact, be much better at help- 
ing you strengthen and build your muscles. For one, because you usually 
hold a dumb-bell in each hand, your body has to maintain its balance, 
which in turn could mean a better overall development of muscle. 
Also, since unlike exercising on a machine or with a barbell, your 
weaker arm/side is not compensated for by the stronger arm/side when 
you lift, curl or extend your muscles. Besides, dumb-bells allow for a larger 
range of movements when you are working out with them. 

The trick lies in improvising on standard themes. A few instal- 
ments back, I'd talked about tweaked exercises—like the Zottman 
Curls (gr dated April 8, 2007) and the Arnold Shoulder Presses (gr dated 
April 22, 2007). Both were innovative ways to use dumb-bells to get 
more out of what are basically two traditional workouts—the biceps curl 
and the shoulder press. This time, l'd like to introduce two other 
tweaked dumb-bell moves. 

The *W' Press is, again, a shoulder exercise but it really works all the 
shoulder muscles by isolating them during the movement. The shoul- 
der muscles have three components—anterior (front), posterior (rear) 
and lateral (side) deltoids. Here's how you can do the ‘W’. Stand with 
dumb-bells in your hands and elbows near your sides so that your arms 
make a 'W' (Pic. 1). Now extend your arms smoothly outward and up- 
ward so that your body and arms make a ‘Y’ (Pic. 2). Gradually, 
return to the starting position. This is one repetition. You could do 12 
for a set and do three sets. Remember, though, that this is a difficult 
movement so try and use light weights. 

The second tweaked dumb-bell work- 
out is meant for the legs. It's actually a mod- 
ification of an Olympic lift called the 
Overhead Squat. In the Olympic lift, the 
athlete holds a bar aloft over his head and 
squats with a wide stance (that is, feet more 
than shoulder width apart and pointed out- 
wards). For the tweaked dumb-bell version, 
| am suggesting you hold two moderately 
weighted dumb-bells (choose a configuration 
that you can squat with comfortably) in 
your hands and lift them above your head— 
a bit like the final position in the ‘W’ Press. 
Now, do a squat, keeping your back straight 
and shoulders behind. As you will discover, 
although tough, besides working out your 
thighs and glutes, this exercise also focusses 
on the muscles of your upper body. 

MUSCLES MANI 

write to musclesmani@intoday.com 

Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 








SIX DIET RULES THAT 
CAN WORK WONDERS 


POILT FOR CHOICE, AND DON'T KNOW 
what to eat and who to ask? Here 
are some tips to a healthier diet. 


The Golden Egg. Eggs contain 
essential vitamins and minerals which 
help release energy from carbohy- 
drates. Says Dr Anoop Misra, Senior 
Consultant, Fortis Hospital, Delhi: 
“B12, an essential vitamin found in 
eggs, helps in the formation of nerve 
fibres and blood cells. Eat four small 
eggs per week. However, if you have 
diabetes or other heart disease risk 
factors, limit this to one or two." 


Get in the Pink. Says Dr Alok Kumar 
Aggarwal, Senior Consultant, 
Indraprastha Apollo Hospital, Delhi: 
"Pink grapes contain resveratrol, an 
antioxidant that helps protect your 
heart, and they're even sweeter when 
frozen and pack 25 times more beta- 
carotene than their paler cousins." 


Juice it Up. Says Dr Misra: "Try a 
different juice each day: pineapple, 
tangerine, aloe vera, and cranberry 
contain different antioxidants that can 
help prevent a range of ailments from 
coronary heart disease to hypertension 
to urinary tract infections." 


Honey Power. Says Dr P.K. Sharma, 
Senior Consultant, Indian Spinal 
Injuries Centre, Delhi: "A spoon of 
honey is an instant pick-me-up, giving 
you the much-needed energy boost." 
Mix honey and apple cider vinegar in 
equal proportion and dilute with 
water. This wonder drink aids diges- 
tion and eases joint inflammations. 


Meat Choice. Red meat is a good 
source of iron; however, eating large 
amounts of it can increase your risk of 
developing rheumatoid arthritis. 

Veg Out. You can eat as much of 
vegetables as you like all the time. 
Says Dr Aggarwal: "Vegetables make 
great snack foods eaten raw—car- 
rot, cucumber, tomato—and can pro- 
vide the mainstay of bigger meals 
when steamed, grilled or fried." 


MANU KAUSHIK 
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Untiring Quest 


[HF AVID TRAVELLER IS SET TO HANG UP 
his boots at work, but wants to visit 


v 





















Antarctica some time soon. For now, 
K. RAMACHANDRAN, 58, CEO, Philips 
Electronics India, is busy with the 
hand-over to his successor Murali 
Sivaraman. Ramachandran 
retires from Philips 
coming October after 
a 14-vear stint. His 

33-year long profes- 


)5WAMI 


sional ve "vage started 
at the Tata Group, 
where he stayed 
for 19 years. He 
joined Philips in 
1993 and went 
on to become 
the first ever 
Indian Managing 
Director and 
CEO of the com- 
pany in 1998. 4 
voracious reader, 
Ramachandran has 
not vet decided what he 
wants to do after retire- 
ment. "I plan to take a sab- 
batical for a few months and 
think about what I want to 
do next." He is looking at 
options like joining boards 
of companies, mentoring 
young managers or travel- 
ling to lesser-known places. 
Surely, a tireless retiree in 
the making. 


Band of Boys 


RUMOURMONGERS HAVE HAD A Fil 


PAWAR 


[ 
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A New Calling 


SIX YEARS AFTER BEING INSTRUMENTAL IN START- 
ing Dell's operations in India, GANESH LAKSH- 
MINARAYANAN, 39, is taking charge of the 
company's BPO operations in India as vp & MD 
of Dell International Services India. After the 
rather sudden departure of his predecessor 
Romi Malhotra, Lakshminarayanan, who used 
to be vp for Global process engineering for the 
contact centres in Americas, India and Manila, 
has been tasked with leading the India contact 
centre. "We are present in four cities in India 
and have around 11,000 people. Given that we 
sell directly, our contact centres are the face of 
Dell and the first real contact point for an 
external customer." Hence, he dons the head- 
phones as an agent every month and talks to 


his customers across the globe—hoping to 
ring in the perfect selling proposition. 





NOE HE TOOI AHBHA1 AL ANI WENT 1T IAKVARD 


Business School to complete the Advanced Management Program in March 2007. ROOPEN ROY. 


94, former Managing Director of PricewaterhouseCoopers (PwC) India, has finally put to rest 
speculations, joining as the Managing Director of Deloitte & Touche Consulting India, floated to 
consolidate the consulting services of $23-billion (Rs 94,300 crore) Deloitte in India. Savs Rov. 


who severed his three decades of association with PwC: "My team in India is well-positioned 
to build on Deloitte's global capabilities." Roy is not alone. Three other former PwC partners 
Joydeep Datta Gupta, Jaideep Ganguli and Arindam Guha 


have also switched camps 


with him. Will the exodus stop at that? It's wait 'n watch for now 





Rising Clout 


ARUN SARIN, 52, CEO OF £29,350 BILLION (RS 2,37,735 
crore) Vodafone Group Plc, who was instrumental 
in the aggressive buyout of Hutch-Essar, will need 
to put on his thinking cap for a new role. Gordon 
Brown, the newly anointed Prime Minister of UK, 
wants this Pachmarhi (Madhya Pradesh)-born son 
of an Indian army man, to be a member of his spe- 
cially created Business Council for Britain. The 
council will *advise the government on its ongoing 
policies and priorities and conduct its own reviews 
on the areas it believes will determine the future 
economic well-being of the uK." That's quite a 
tribute to Sarin's competence, considering that 
until 1999, this Indian-American—he's a us 
citizen—had hardly anything to do with Vodafone, 
let alone British business. 
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Just Reward 


FOUR YEARS AGO MEENA GANESH, 44, SOLD 
CustomerAsset, the pioneering BPO outfit she had 
started and grown to 4,000 
people with her husband K. 
Ganesh, to ICICI OneSource 
(now First Source) and 
spent a year helping in the 
integration of the two com- 
panies. Once that was done, 
Ganesh signed up with retail 
giant Tesco to set up its India 
BPO and rl operations, Tesco 
Hindustan Service centre. 
Leaning on her strong in- 
dustry expertise, Ganesh 
quickly grew the centre 
to around 2,500 peo- 
ple and was entrusted 
with critical rr and BPO 
tasks for its parent. 
After all the hard 
work, comes the re- 
ward. Ganesh is now 
on the 60-person ex- 
ecutive committee that 

is the decision-making 
body of the retail gl- 
ant's business. “This 



























move proves the crit- 
ical role employees at 
Tesco HSC play; 
rather than sheer 
numbers...we look 
at how important 
the work we do is 
for our parent," 
says Ganesh. 


Come-back Time 


MEBODY WHO WAS THE THIRD EMPLOYEE Of IN IN ID HA | 
JANGOO DALAL'S sudden departure as the President and Country Manager of the 
ame as a surprise. Now the reason why he did it has become clear. Dalal, 42, has tak 


as the MD and CEO of D-Link, which is also into networking. While Cisco is 


networking 


Y Ñ z 
already an estabiisi 


player that dominates the market in its segments in India, D-Link has had mixed success. Dalia! 


himself could not be reached for comment but in a release put out by D-Link, he says, 
“D-Link, with its integrated strategy of local R&I 


), manufacturing, and extensive sales and 
service network, is truly poised to serve the Indian customer s needs. | look forward to the 


eventful journey that lies ahead of us." We'll be watching 
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SHAMIK BANERJEE 


Grand Old Man of India Inc. 


.K. BIRLA, THE GRAND OLD MAN OF THE BIRLA CLAN, PREFERS TO MAINTAIN A LOW PROFILE, 

Over the last couple of years, he has been in the news more often for his education- 

coy & and art-related philanthropic activities than for corporate developments. In fact, he 
! | has publicly declared on several occasions that he's keen to hang up his boots and that the 


Airtel presents 
BlackBerry Curve 8300. 


ซ์ ee only reason he is carrying on is because grandson Kumar Mangalam Birla's hands are too 

m ĝo full to take on the additional responsibility of managing Rs 8,000-crore B.K. Birla 

Bot EE. m Group's flagship Century Textiles and Industries. The two other blue chips in his group, 

| Kesoram and Jay Shree Tea & Industries, he had indicated in 2001, would go to his daugh- 

6 CJ ters Manjushree Khaitan and Jayshree Mohta, respectively. So, it came as a major surprise 

VOKEACTVATED MULTIPLE ม ผม เส อะ when he announced in June that he had decided to bequeath Kesoram to his grandson. 
ALING 


“I would like to pass on the mantle of this business empire to the safest hand,” he told BT. 
Manjushree, he said, would be “given something else”. This has turned the media focus 

For more information, back on the sprawling group once more. 

—— eo But what is Birla's management style like? Within the Birla family and outside, B.K. 
Babu, as associates, colleagues and friends reverentially address him, is regarded for his sagac- 
ity and wisdom. A stickler for punctuality, discipline and thrift, he is known to be a big pic- 

Buy online at www.airtel.in ture person, who delegates authority to a trusted band of senior executives and his 
daughters. He also swears by the parta system of accounting and management that is very 
popular with some Indian business houses. 

Now, Birla says, he has few business ambitions left, but will still carry on as the head 

Air e of the empire that bears his name "as long as [ remain fit". But his first love these days is 

his rich collection of artworks comprising Kalighat pots, original paintings of Rabindra Nath 

Tagore, Abanindra Nath Tagore, almost all the contemporary Indian masters and 

EY n framed photographs of six generations of Birlas (starting with his grand father Raja Baldeo 
j^ Das Birla to Kumar Mangalam Birla's son and daughters). m 
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At JCB, we help 
build India's Infrastructure 








The largest construction equipment manufacturer in India, JCB, has a wide range 
of world class machines along with excellent service and extensive dealer network. 
There is nothing that a JCB won't do to move heaven and earth for you. 
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From The Editor 


T IS AN ODDITY OF OUR TIMES THAT STANDS OUT FOR ITS 

sheer starkness. The stock market is roaring from 

one high to another, and the kitties of mutual funds are 
swelling like never before. In fact, the assets under man- 
agement (AUM) of mutual funds in India have doubled over 
the last 18 months to Rs 4 lakh crore. You might think 
that's good news, since the safest bet for any retail investor 
interested in equities is an investment vehicle such as a mu- 
tual fund. But here's the irony of the situation in India: of 
every Rs 100 that mutual funds in India collect, less 
than Rs 15 come from retail investors as defined by the 
Securities and Exchange Board of India (SEBI). Instead, it 
is corporate fund managers and high net worth indi- 
viduals who are pouring money into mutual funds. 

Therefore, the question to ask is: why aren't retail in- 
vestors putting their money and faith in mutual funds, and 
instead taking the risky route of investing directly in 
stocks? One part of the answer seems to lie in the nature 
of our society. According to some experts, the lack of so- 
cial security in our country has seen mutual fund in- 
vestments become the sixth or 
seventh layer of savings. Forget 
the unorganised sector, even 
in the organised sector, only 
11-13 per cent of the working 
class will enjoy pension benefits 
after retirement. The other part 
of the answer is that mutual 
funds aren't doing enough to 
woo the small investor, prefer- 
ring to go for the ‘low-hanging’ 
money from corporate and 
high net worth individuals. 

But that's not the only phenomenon that our cover 
package (Page 68), put together by BT’s Assistant Editor 
Mahesh Nayak, explores. We have gone on to look at 
why some of the recent mega IPOs such as the ones from 
DLF and ICICI Bank evoked muted response from small in- 
vestors, how investment plans from life insurance com- 
panies are giving mutual funds a run for their money, and, 
finally, whether it's a good idea for the small investor to 
ride the stock market tiger on her own. 

There are other interesting features that we have 
packed this issue with. Our special report on India's 
Most Investor-Friendly Companies (Page 123) throws 
up some surprising names that could well be the Sensex 
stocks of tomorrow. Another feature on McKinsey & 
Co.'s Rajat Gupta—the man responsible for setting up the 
Indian School of Business in Hyderabad and now the 
Public Health Foundation of India—looks at his evolution 
as a social entrepreneur over the last decade or so 
(Page 84). We had great fun putting this issue together. I 
hope you have as much fun going through it. 
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Bumpy Ride 

DOMESTIC AIR PASSENGERS MAY 
have to shell out more for fly- 
ing. The Airports Authority of 
India (AAD has started auctioning 
new fuel stations at airports to 
oil companies and will hand 
over the seua sss? to the oil company that bids to pay the 
highest throughput charge. It is likely that oil companies will 
recover this extra fee from airline companies, which may pass 
the burden to passengers. Though this step helps AAI, it de- 
feats the cause of low-cost airlines. 


It's Hurting All Around 

A SLEW OF MEASURES IS BEING 
taken to protect the interests of 
small- and mid-sized enter- 
prises and export-oriented 
units due to the steep rise in 
the rupee against the dollar. 
In another development, the government has asked oil ex- 
ploration firms to discount crude sales to state refiners, which 
sell oil products to the public at prices below market rates. 
The rising rupee is adversely impacting the revenues of 
exploration firms that bill crude sales in dollar per barrel 
terms. An analysis. 








BPO Options 

THE CONCERN OVER THE RISING 
rupee, wage inflation and incr- 
eased taxation has begun to 
impact the Indian rr and BPO 
industry. More and more do- 
mestic companies are setting 
up BPO units in district headquarters, Tier-III cities and 
non-IT clusters to save on real estate costs and stem attrition 
rates. BPOs are looking at options to nearshore too. The 
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163 Managing Bullies at Work 


REPORTER'S DIARY 


172 Fishy Tales 


BOOKEND 


176 How It All Began 
A delightful work sets out to remind the world that 
globalisation is older than the WTO. 


The Ethiopian odyssey 





108 The Crisis in Two-wheelers 
Rising interest rates have taken their toll. Sales 
in the first quarter are down 14.5 per cent, and 
every manufacturer is cutting back on production. 





112 Southward Ho 


It offers the unbeatable combination of big 
spending and experimentative consumers. Some 
smart marketers are finally waking up to its lure. 


118 60 Minutes 
Randall Stephenson, Chairman & CEO, AT&T, 
speaks to BT about the company's plans in India. 


BACK OF THE BOOK 
178 Smells Like Success 
Indian floriculturists embark on an Ethiopian 


odyssey to cash in on the boom in the 
flower industry. 


182 Printed Circuit 
183 Treadmill 


184 People 


Starring Wizard Home Loans’ 
Mark Bouris; Ajay Srinivasan, 
CEO (Financial Services) of 
Aditya Birla Group; WPP’s 

Sir Martin Sorrell; SAP India’s 
Ranjan Das; Canaan Partners’ 
Alok Mittal; and Mark Mobius, 
MD, Franklin Templeton Wizard's Mark Bours 


LEADERSHIP SPOTLIGHT 


186 Azim Hashim Premji, Chairman, Wipro. 
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Kudos to Girotra 


YOUR COVER STORY INDIA `S RICHEST | 


Investment Banks (BT, July 29, 
2007) presents their phenomenal 
growth, pointing out how the top 
10 banks were able to collect some 
$441 million in fees in the first half 
of 2007 itself. What is a matter 
of pride is that a woman, Manisha 
Girotra, Chairperson & Managing 
Director-India, UBS, heads the list 
and was at the helm of three billion- 
dollar merger and acquisition deals. 
That is quite a feat in an industry 








Why Blame the BPOs? 
BPO `S YOUNG ๕ TROUBLED (BT, JULY 
15, 2007) is disturbing. While I un- 
derstand the media's right to free- 
dom of expression, the article ap- 
pears miles away from reality. The 
industry has odd working hours 
but then one can easily regulate 
one's schedule and adjust one's life 
accordingly. As a BPO industry pro- 
fessional, I have stress at work, but 
I don't smoke or drink. It's all about 
how you manage your work. As 
for sleeping around for promotions, 
that's taking things too far. I have 
been promoted twice in the same 
company on the basis of my per- 
formance. Your article focuses on 
one person's views and generalises 
it for the whole industry. It is we as 
individuals who make or break our 
lives. Don't blame the BPOs for a 
few things going wrong. 

LEENA ISAAC, through e-mail 


A Relevant Story 

CONGRATULATIONS TO TEAM BT ON 
coming out with a cover story (BPO's 
Young & Troubled) on a simmering 
socio-economic problem at the op- 
portune time. I could relate well 
with the story as I have indirectly 
experienced the problems of the 
people in the industry and in my 
opinion what the industry needs is 
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largely dominated by men. 


A. JACOB SAHAYAM, through e-mail 





not just EAPs (Employee Assistance 
Programmes) but a truly global de- 
livery model with good near-shore 
workforce that can take on bulk of 
the work during odd hours (Indian 
time) and reduce the burden on the 
Indian employees. Such steps would 
help companies stabilise their op- 
erations and increase productivity in 
the long run. 

VINU SHANKAR G., through e-mail 


Not Expected of BT 

HAVING BEEN ASSOCIATED WITH THE 
BPO industry since its early days 
(1999), it is disturbing to see the me- 
dia project the industry as a haven 
for disoriented, schizophrenic 
youngsters hovering on the verge of 
a nervous breakdown. Odd working 
hours are not something pioneered 
by the BPO industry—the airlines, 
hospitality and IT industries and 
even print and electronic media do 
not follow the regular 9 to 5 rou- 
tine. Your view that BPO culture 
thrives on drugs and sex is backed 
by the case of a *small town" youth 
murdering a colleague—even 
Bollywood has stopped making 
movies with such flimsy plots. I 
currently work as Assistant Vice 
President of a BPO which employs 
around 1,500 people. I would like 
to extend an invitation to your 


correspondent to visit our facility. It 
might be a pleasant surprise for her 
to meet 1,500 young and energetic 
individuals who do not turn into 
junkies, murderers or rapists when 
the clock strikes 12.00. The arti- 
cle presents “half-facts” to support 
its premise. Obviously, it makes a 
great story for a tabloid, but as a 
Business Today cover story—give 
me a break. 

FAREED ANSARI, through e-mail 


BPOs are a Great Place to Work 

| HAVE BEEN WORKING WITH THE BPO 
sector for the last six years and I feel 
proud to work in this industry. It 
has helped me grow personally and 
professionally. The kind of training, 
mentoring, recognition and other 
team activities this organisation of- 
fers are very motivating. The in- 
dustry has given employment op- 
portunities to a large number of 
youth and improved the living con- 
ditions of many families. I strongly 
feel BPOs are one of the largest con- 
tributors to the economic growth in 
India. Our employers pay us for 
the work we do—it is up to us how 
we spend that money, whether for 
good or bad. The industry cannot 
be blamed for that. 


JULIET LOBO, through e-mail 
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Nifty* Your everyday 
guide to India's progress 


India. A land of many cultures and many languages. 
It throws up as many questions as it throws up answers. 

As India gets more globalised - and maybe more 
complex, people are constantly seeking new answers. 
How much has the country progressed? How well is the 
economy doing? The Nifty is the platform on which 
India finds these answers. The Nifty Index is a composite 
of the top 50 stocks listed on the National Stock 
Exchange (NSE). It is a simplified tool, which helps 
investors and ordinary people alike, understand what 
happens in the stock market and by extension, the 
economy. If the Index performs well, it is a signal that 
companies in India are performing well and 
consequently that the country is doing well. 


neck the 


country s progress. 


An upbeat economy is usually reflected in a strong 
performance of the Nifty Index. A rising index is also 
indicative that the investors are qung-ho about the future. 
Ups and downs on a short term basis are inherent in stock 
markets. Over the long term however, the index will be 
reflective of the economic trend. 

The Nifty Index is based upon solid economic 
research and is internationally respected and recognised 
as a pioneering effort in providing simpler understanding 
of market complexities. 

The Nifty Index is computed and disseminated by 
NSE, the 4th largest stock exchange in the world in terms 
of trades in the capital markets. 





Stock of the nation 


NIF TY 






www.nseindia.com 


* Nifty index can be used by individuals to track market movements and compare performance of individual companies vis-a-vis market 

8 Shareholders evaluation of management decisions - performance of a company vis-a-vis the market generally reflects the 
perception of the investor B Assist traders and market intermediaries to evaluate performance and sentiments across the market E Index funds 
can replicate Nifty indices to earn market returns 8 Derivative trading - Investors can use Nifty indices for hedging their exposures in the 
equity markets B Benchmarking NAV performances - Nifty is the benchmark for performance of open ended and close ended funds. 


*Nifty has been used to represent S&P CNX Nifty, owned and managed by India Index Services and Products Ltd. (IISL), a joint venture between NSE and CRISIL. 
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Different by Design 
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Beyond pure functional efficiency is a world of architectural finesse. 
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Stock Market Paradox 


UTUAL FUNDS AS A STOCK MARKET INSTRUMENT 

were invented in 1924, when three stock market 
investors in Boston pooled their money to create the 
Massachusetts Investors Trust. Since then—or per- 
haps more accurately, after John C. Bogle introduced 
the index funds in the mid-70s—mutual funds have 
boomed. In the us, there are an estimated 8,117 mutual 
funds with assets under management (AUM) of more than 
$10 trillion. One reason why mutual funds are so 
popular is that they make investing simple for retail in- 
vestors. For a small fee, they can get expert fund man- 
agers to manage their investments. Not surprisingly, 87 
per cent of the money with mutual funds in the us 
comes from individual investors. 

Cut to India, and the scenario couldn't be more dif- 
ferent. Although the industry boasts of Rs 4 lakh 
crore in assets, contributions from retail investors ac- 
count for less than 15 per cent. At an aggregate level, 
just 3 per cent of household savings get funnelled 
into mutual funds, unlike in the West, where the fig- 
ure is 16 per cent. Numbers seem to indicate that a 
large number of India's 20 million investors prefer to 
invest directly in stock markets rather than piggy- 
back on a mutual fund. So, where's the mutual fund 
money coming from? Corporate houses and high net 
worth individuals. This is ล phenomenon that stock 
market regulators need to worry about. 

A direct exposure to stock markets is not in the best 
interest of small investors. They don't have the skills to 
pick stocks or anticipate stock market movements. 
That's why every time the stock markets crash, it is the 
small investor who ends up bearing the brunt of it. 
Besides, as M. Damodaran, Chairman of stock market 
watchdog SEBI, said recently, “Large investments by 





Not enough of them: Funds need to woo more small investors 


corporate houses in mutual funds could generate con- 
flict of interest and something more needs to be done 
to get more types of money into mutual funds.” In other 
words, what Damodaran fears is that corporate in- 
vestment into mutual funds may find their way back 
into their own stocks. 

Industry experts say there are many reasons why the 
Indian small investor is wary of mutual funds. One is 
that, unlike in more developed countries in the West, 
there is no social security available to people here. 
Therefore, many of them tend to prefer the security of 
a bank deposit or any other fixed income investment. 
Another reason for low small investor interest in mu- 
tual funds is that the fund houses aren’t wooing them 
aggressively enough, Even when they tap retail in- 
vestors, it is usually those who live in metros. Agreed, 
there’s a cost to reaching out to investors in small 
towns, but the industry’s own future may depend on it 
garnering more of the relatively stable retail money. 











Eye on general elections: Reforms are slowing down 
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Policy Paralysis 


( ION APPEARS TO HAVE BECOME THE LEITMOTIF 
of this government. But this is not a caution 
born out of prudence, but one dictated by political ex- 
pediency. The government's administrative impulses 
are being driven by political correctness—to ensure 
that the Opposition does not get a handle to use 
against the ruling coalition two vears from now, 
when general elections are held. 

Take the case of wheat imports. The supply position 
did not point to the need for imports, or, for that mat- 
ter, the tender in the global markets. But political pru- 
dence prevailed, since the prospects of a bad crop next 
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year could spell doom at the hustings. 

This same alacrity is nowhere in evidence when it 
comes to supporting the public sector oil companies. 
Despite global crude oil prices rising again—it is close 
to $80 per barrel—there is no move to raise retail 
prices in the domestic market. Since public sector 
units enjoy a near monopoly at the retail end of the 
trade, the government is able to control prices. The re- 
sult: the oil companies bore two-thirds the burden of Rs 
50,000 crore (during 2007-08) arising from the non-re- 
vision of retail prices in line with global prices. Worse, 
the government issues bonds to the oil companies to 
partially cover the loss; it is the next government that 
will bear the brunt of this measure (since the bonds ma- 
ture seven years later). 

The policy and administrative paralysis flowing 


IIMs as PSUS 


HE GOVERNMENT NOW WANTS THE AUTHORITY TO 
T directors of various Indian Institutes of 
Management (IIMs), starting with Ahmedabad, Bangalore 
and Calcutta, where the terms of their directors are 
coming to an end. This obviously begs the question: 
why is Union HRD Minister Arjun Singh so hell bent on 
ruining the brand equity of the IIMs? Let's face it; 
the IMs (along with the trrs, and a handful of other 
institutions) are among 
half-a-dozen or so Indian 
brands that are known 
and respected around 
the world. They have at- 
tained this stature on the 
basis of their cutting 
edge curricula, the ex- 
cellence of their faculty 
and the achievements of 
their alumni. 

But there's another 
important factor that has 
contributed to their suc- 
cess—autonomy. Although the Ms have been set up 
and continue to be funded (largely) by the government, 
they remain autonomous bodies. All of them have 
independent governing councils, comprising leading in- 
dustrialists and executives as well as nominees of the 
government and others who have outstanding achieve- 
ments in their chosen fields of activity to their credit. 
The Director, the executive head of each 1M, is chosen 
by this governing council. The government, through its 
nominees in the councils, has some, but not a decisive, 
say in this choice. There have been several instances in 
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Leave IIMs alone: The government should get the message 


from this focus on the next elections is showing up in 
other sectors as well. The massive political opposition to 
sEZs and the spread of organised retail has brought 
these two initiatives to a virtual standstill. Although 
the existing policy allows for a single-brand retailer 
like Starbucks to own 51 per cent in its Indian subsidiary, 
the government has nixed its plans of entering the 
country through a majority-owned arm; this forced it to 
put off its plans. As India liberalises and integrates with 
the global economy, policy stability is critical to both at- 
tracting investments as well as ensuring that there is no 
significant flight of capital out of the country. 

Rather than taking its foot off the reforms pedal, the 
government should look at improving the delivery of its 
services. In the long-term, this will go farther than 
populism in fetching votes. 











recent times when governing councils at the tIMs have 
resisted attempts by the government of the day to 
stuff its political agenda down their throat. They did 
it when Singh's predecessor and supposed ideological 
opposite, Murli Manohar Joshi, initiated a move to in- 
crease his department's control by slashing fees (thus, 
making the IIMs almost totally dependent on govern- 
ment grants, and, in the process, making them more 
amenable to political 
pressure). Then, civil so- 
ciety went up in arms 
over the directive, forc- 
ing the then NDA gov- 
ernment to keep it in 
abeyance. The demise of 
the NDA government put 
paid to these efforts. The 
latest ploy of the gov- 
ernment also needs to 
be resisted tooth and 
nail. It is reasonable to 
suspect that the move to 
increase control over the IIMs is just Step I of the 
larger plan to push through the HRD Ministry's pet proj- 
ect of implementing 27 per cent quotas, which has 
been stayed by the Supreme Court, in these 
educational institutions. 

The Americans have a saying: “Don’t fix it if it 
ain't broke." The current model, of governing councils 
selecting directors, has worked well, and should be 
expanded to other educational institutions. The last 
thing anyone will want is for the IIMs to go the way of 
other government-run universities and colleges. 8 
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INDIA'S FOREIGN EXCHANGE 
ro $219 billion (Rs 8,97,900 crore). In the second week of July 
alone, there was an addition of over $4 billion (Rs 16,400 crore) to 

the kitty. This is in line with trend across emerging markets which are see- 

ing gargantuan inflows of foreign funds. *The global availability of cheap 
money is leading to the flow of funds from developed countries into high 

growth emerging economies where returns on capital have exceeded 20 


T LAST COUNT, RESERVES WERE CLOSE 


per cent," says Rishi Sahai, Director, IndusView Advisors, a cross-border 
transaction and financial services advisory firm. According to a recent RBI 
report, the main sources of accretion in 2006-07 were external commercial 
borrowings, foreign investments and short-term credit. 

In the normal course of events, high reserves should not be a prob- 
lem. Like any growing economy, India has significant import require- 
ments and also foreign currency debt payment obligations, among 
other things. But what is causing problems is the relative magnitude of 
the flows. *Capital inflows in 2006-07 were five times greater than the 
current account deficit (which is at 1 per cent of GDP)," says a recent re- 
port by the Economic Advisory Council (EAC) to the Prime Minister. This 
is increasing the supply of money in the economy, and, in turn, leading 
to a host of downstream macro-economic problems. 


HSOHO MVHNRHS 


INSTAN 


The fortnight's burning question. 


THE BSE SENSEX HAS 
RISEN QUITE FAST AND 
IS NOW RULING AT 
15,000-PLUS LEVELS. 
IS THE STOCK MARKET 
OVERHEATED? 


No. Sushil Muhnot, MD, IDBI 
Capital Market Services 

| don't think the stock market is 
overheated at all. In fact, it looks 
quite fairly priced at current lev- 
els, especially in the light of the 
robust corporate earnings growth 
in the first quarter of this financial 
year. In the short-term, | feel the 
market will trade sideways. 


It depends on your perspective. If 
you look at any market that has 
run up dramatically (like the Indian 
Stock market has), you will see that 
valuations will invariably look high. 
We have to invest in the market 
for the long-term. From that per- 
spective, valuations do not really 
look that stretched. 


(P-E) multiple. The high eti in 
the domestic economy, coupled 
makes the Indian market all the 
more attractive. 

COMPILED BY ANAND ADHIKARI 
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So what can policymakers do? The first option, of allowing the 
rupee to appreciate, has already been used. The rupee has risen about 
8 per cent against the dollar this financial year. The headroom avail- 
able to exercise this option seems expended already (witness the 
havoc that the hardening rupee played with the first quarter results 
and the forward guidance of several software majors). 

Given this limitation, another option is that of increasing the cash 
reserve ratio (CRR) for banks. However, as CRR is often seen as ล tax 
on the banking system, it is only a limited option. Yet another 
option is to hike the limit under the Market Stabilisation Scheme 
(MSS), which is currently at Rs 1,10,000 crore. This scheme was int- 
roduced to mop up excess liquidity. However, excessive use of MSS 
bonds may well affect the government's borrowing programme. 


MORE OF THE SAME AND SOMETHING MORE... 





Then, RBI can curtail the huge external commercial borrowings 
(ECBs) being mobilised by India Inc. Ajay Mahajan, Group President, 
YES Bank, articulates the expectation within the industry for a red- 
efined and more stringent ECB policy. *What is very possible is that 
the blanket permissions will become subject to some pre-conditions. 
Those conditions could ensure that the foreign currency is kept off- 
shore," Mahajan says. 

For example, Indian companies could be encouraged to buy 
assets overseas. Indian companies are already helping by invest- 
ing overseas. The value of 121 outbound cross-border deals in the 
first six months of the current year is around $28 billion 
(Rs 1,14,800 crore). 

A gradual loosening of controls for individuals, too, will 
help. *Though the limits on individual investments have gradu- 
ally been scaled up to $100,000 (Rs 41 lakh), no bank is clear on 
the exact process of doing so," says Mahajan. And the setting up 
of a sovereign investment fund on the model of the Singapore gov- 
ernment's Temasek is another option that the government is 
considering. 

So, it seems "at this juncture, a judicious blend of all options is 
needed," says M. Govind Rao, Member, Economic Advisory 
Committee to the Prime Minister. 
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Q&A 


“Bubbly Goes Well 
With Spicy Dishes" 


RANCOIS HAUTEKEUR, WINEMAKER, 
Evo Cliquot Ponsardin (VCP), à 
part of the Méet-Hennesey stable, was 
in India recently to promote this 300- 
year-old champagne house. BT’s Kushan 
Mitra caught up with him for a drink 
and a chat. Excerpts: 


Are people drinking more bubbly across the 
world? 

Oh yes, people are drinking more 
champagne, and we have been inc- 
reasing production to keep up with 
consumption. What is particularly int- 
eresting is the increase in popularity of 
our Rosé, which now accounts for 
over 10 per cent of our production, 
from less than five a few years ago. 


And in India? 

More people in India are drinking 
champagne. That is why we have our 
entire range here, but the taxes... 


What is so special about VCP? 

I would say it is the fact that we use up 
to 350 different reserve wines to make 
our signature Yellow Label champagne, 
ensures that we deliver a consistent 
taste to our buyers. 


Yes, but Indian food, rich in spices, does 
not tend to go well with light sparkling 
wines... 

[ would not agree with you. While 
the flavour of the champagne might be 
lost with a lot of chillies, I believe our 
champagnes bring out the taste of 
other spicy Indian dishes better. 
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GARNIER FRUCTIS STYLE 
HARD GEL 


Give yourself extreme, original and gravity defying 
styles that just won't budge with the new 

Hard Gel from Garnier. Its unique fruit micro-wax 
technology comes reinforced with extra strong 
fixing agents that dry in seconds but hold your style 
through the day. So, when it comes to styling 

your hair, let your imagination go wild. 


GARNIER FRUCTIS STYLE - THE STYLE REVOLUTION. 
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ONGO WAS AN ANIMATION-CUM- 

live action television series 
about a friendly alien that 
Doordarshan aired in late 2004. 
Last year, Lady Chatterjee, India's 
first computer-generated animated 
*item girl" in a music video by 
Saregama, took the Indian televi- 
sion scene by storm. Then, there is 
Vikram aur Betal and Krishna on 
Cartoon Network and Jai Bole tho 
Jadoo on Nickelodeon to name a 
few. What’s the common thread 
running across these animated se- 
rials? They have all been created in 
India, by Indian animation studios, 
for the Indian market. 

Today, Indian animation stu- 
dios are increasingly realising the 
need to create their own IPs. “The 
Indian animation industry has 
proved its mettle in the global mar- 
kets. I think the time is now ripe 
for us to come up with our own 
stories and productions,” says 
Munjal Shroff, Director and Coo, 
Graphiti Multimedia, a concept to 
completion production house for 
computer generated animation fea- 
tures. Graphiti co-produced Jai 
Bole tho Jadoo on Nickelodeon. 

Director Ketan Mehta, who 
promoted Maya Entertainment, a 
company that offers computer an- 
imation and visual effects for films 
and television in India, says: “We 
did not have a fully developed 2D 
animation industry; and the 3D 
animation industry grew under the 
shadow of the IT industry and, 
therefore, became a hub for out- 
sourced work. But now, more film 
makers are creating their own sto- 
ries and selling them globally.” 

The market for Indian ani- 
mated products is still small, and 
recorded annual revenues of only 
$3.75 million (Rs 15.37 crore) in 
2006-07, says Animation Xpress, a 
dedicated animation industry por- 
tal. However, a PwC-FICCI report 
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says the Indian animation industry 
as a whole, including foreign and 
domestic animation across TV 
broadcasting, films and DVD, is es- 
timated to be worth Rs 1,100 
crore. This is expected to increase 
to Rs 2,900 crore by 2011, grow- 
ing at a CAGR of 22 per cent. The 
share of the domestic segment is 
expected to be significant and 
touch Rs 1,000 crore by 2011. 
Even MNCs like Turner 
International, which runs Cartoon 
Network and Poco in India, are 
eyeing the market for original local 
content. Taking its commitment 
to nurture home-grown creative 
talent to a new level, Cartoon 
Network last year announced a 
unique Pan-Asian initiative titled 
SNAPTOONS (Short New Asia Pacific 
Cartoons), an original content de- 
velopment initiative, that is aimed 
at connecting the Cartoon 
Network with creative talent across 
its key markets in Asia. "Through 
this initiative, the network will 
invest in funding, backing and dev- 
eloping new, original and ground- 
breaking ideas that lend themselves 
well to animation targeted at kids," 
says Orion Ross, VP (Creative & 





Original Content), Turner 
Entertainment Networks Asia. 

But animation company heads 
say Indian companies must create 
content that has global appeal and 
is marketable across the world. 
Siddharth Jain, coo, Adlabs 
Animation, says: “There is demand 
for something which is Indian but 
packaged globally." Adds Shroff: 
*We have realised that what is 
good for kids here in India is also 
good for kids abroad." 

However, costs are a major 
issue. Color Chips, a Hyderabad- 
based production house, is under- 
stood to have spent $1 million 
(Rs 4.1 crore) only on the pre- 
production of Krishna and Percept 
Picture Company, which made the 
hugely successful Hanuman, is now 
planning a sequel titled Hanuman 
2 at a budget of Rs 9-12 crore. A 
high quality and complex anima- 
tion production can cost Rs 1.3-2 
lakh per minute. This is why Indian 
producers are hesitant about en- 
tering this field. But the success of 
Hanuman is spurring some to take 
baby steps into this niche. The 
future, clearly, is bright. 

ANUSHA SUBRAMANIAN 


Showing others how it's done. 
Just another day at the office for ล Tiger. 
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Every day at Accenture, our work is helping to 
transform companies into high-performance 
businesses all around the globe. With over 
30,000 professionals in India, and more than 
158,000 people worldwide, we're making a 
meaningful difference in a wide variety of 
industries - whether it's playing a pivotal role 
to bring new medicines to market more quickly 
or helping to extend the reach of satellite radio. 


If this is your idea of ล typical working day, 
now is the time to act, because August is 
Accenture careers month. lo find out more, 
visit our website today. 


> 
Visit accenture.com/india accenture 


Consulting » Technology « Outsourcing High per formance. Delivered. 
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Rates Have Peaked, But Hold the Bubbly 


[ LAST, THERE'S SOME GOOD 
Pn for India Inc. and the 
middle class. Just ahead of the 
quarterly review of monetary pol- 
icy by the Reserve Bank of India 
(RBI) on July 31, two of India's top 
bankers feel that interest rates have 
plateaued out. 

HDFC Chairman Deepak 
Parekh first said that interest rates 
have peaked. “I don't see any further 
hikes," he said, but ruled out the 
possibility of any immediate reduc- 
tion. Close on the heels of this, 
came ICICI Bank CEO K.V. Kamath's 
statement that interest rates are 
likely to fall soon. Kamath pointed 
out that inflation is under control 
and that there is a slowdown in 
credit offtake across sectors. This 
coupled with low call rates and 
strong deposit mobilisation indicates ample liquidity in 
the system. “All this,” said Kamath, “point towards a 
scaling down of interest rates soon.” 

Clearly, RBI's key concern area—the rising inflation 
rate—is showing signs of coming under control. 
Central bank Governor Y.V. Reddy has gone on 
record saying that he hopes to contain inflation in the 
4-4.5 per cent range over the medium term. At just 
over 4 per cent now, it is within that comfort zone. 

What does it mean for interest rates going for- 
ward? Cautions Omkar Goswami, Chairman, 
Corporate and Economic Research Group, a research 
and consulting organisation: “The rates will come 


UMESH GOSWAMI 


A Leg Up for India 


ERE'S SOME CAUSE FOR 
EL des India will figure in 
the World Bank's list of lower mid- 
dle income nations this financial 
year itself. According to projec- 
tions by the PM’s Economic 


BRIC: WHERE m oa! 








Parekh (left) and Kamath: Their market signalling may help sentiment 


down, but it'll be a slow process. We've seen in the past 


that rates go up much faster. For instance, even if 


the CRR is reduced, rates won't come down as quickly." 
Other economists agree that while long-term rates 
may have stabilised, they are unlikely to soften in the 
immediate future. Adds Ajit Ranade, Chief Economist, 
Aditya Birla Group: "Rates are unlikely to go down sig- 
nificantly, largely because the economy still has growth 
momentum and inflation continues to be a concern due 
to rising international oil prices." 
So, while the scenario is an improvement, you'll 
have to wait a while before ordering the bubbly. 
RISHI JOSHI 


and Pakistan. According to World 
Bank classifications, low income 
countries have a per capita income 
of $905 (Rs 37,105) or less; in 
lower middle-income countries, 
the figure is $906-3,595 (Rs 


Advisory Council, India's per capita 
income in 2007-08 is expected to 
be $1,021 (Rs 41,861), a growth of 
around 25 per cent over last year's 
figure of $831 (Rs 36,564 then). 
This will place India in the same 
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category as T" dohi its per 
capita income is much higher 
($2,165 or Rs 95,260 in 2006). 
Right now India is languishing at 
the bottom of the heap, with coun- 
tries like Afghanistan, Bangladesh 


7,146-1,47,395), in upper middle 
income countries between $3,596 
(Rs 1,47,436) and $11,115 (Rs 
4.55.715) and in rich countries 

$11,116 (Rs 4,955,756) or more. 
RISHI JOSHI 
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SIGNS OF INTELLIGENT LIFE: 


Unidentified 
Flying Object 


Presenting futuristic switches that look smart, work smarter 
and are available right here on earth. Only from Clipsal. 


Other innovations 


๑ 
© 


Sii CLIPSAL 


Ca 


re uu Airtel toll-free 1800 103 0011, MTNL/BSNL toll-free 1800 111 341 
centre 


website: www.schneider-electric.co.in, e-mail:in-care(@in.schneider-electric.com 
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India to Follow Global Accounting Standards 


FIVE ADVANTAGES OF FOLLOWING 


NDIAN GAAP (GENERALLY ACCEPTED 
| 0 ¢ Principles), which is 
still rooted in the pre-convergence 
era and based on the historical cost 
model—while the world is moving 
towards the more contemporary 
fair value system—will fall in line 
with International Financial 
Reporting Standards (IFRS) by 2009. 
The Institute of Chartered 
Accountants of India (ICA!) has alr- 
eady taken an in-principle decision 
in this regard and is now lobbying 
with the Department of Company 
Affairs for its nod, says R.K. 
Agrawal, Director, Ernst & Young 
India, and a prominent member of 
ICAI. Says the ICAI spokesman: “By 
2011, corporate accounts in 150 
countries will follow the same stan- 
dards. We are working with the 
government, RBI and SEBI to bring in 
required changes.” 

An E&Y India CFO Survey (of 


THE PROSPECTORS 


NAME OF COMPANY 
Cairn Energy (India) 
Reliance Industries 
ONGC 

GSPC 

Essar Oil _ 

Focus Energy 
British Gas 

Niko Resources 
Hardy Exploration 
Figures indicate number of strikes 


THE BIG PICTURE 


oororhowrs 
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GLOBAL STANDARDS 


w t will allow for easy comparison of the 
financial statements of companies 
across countries 





m Indian companies will have to present only 
a single set of figures while mobilising 
— abroad and while declaring 
resu 


m Investors, regulators, financial market 
intermediaries, analysts, governments and 
all stakeholders will have a common 
yardstick to judge performance 


m Accounting for amalgamations (AS14) and 
valuation a inventories (AS2) will become 
much simpler 


m |t will make the accounts of Indian 
companies more transparent 


125 companies in India) shows 
that 95 per cent of CFOs want India 
to follow Global Accounting 
Standards. Of this, 64 per cent of 


I— 
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respondents favoured IFRS and 31 
per cent supported US GAAP. 

A key concern among these 
CFOs is that depreciation norms 
under the Companies Act 1956, 
disclosures of FBT as income tax 
and other current accounting stan- 
dards are different from standards 
followed in the rest of the world 
and result in significant differences 
in financial results. Says Agrawal: 
“Convergence (between Indian 
and globally accepted account- 
ing standards) is a necessity. The 
twin engines driving corporate 
expansion are inorganic growth 
via mergers and acquisitions 
(often cross-border) and seam- 
less access to global capital mar- 
kets. Any delay in converging 
with global standards will be an 
impediment to the growth of the 
Indian corporate sector.” 

RITWIK MUKHERJEE 


Floating on Gas 


THE ENERGY FIELDS 


9 Caim Energy (Oil and Gas) 


| OIL (MMT) — GAS (MSCMD) 
Current Indian production 32.19 80 

Current shortfall 53.6 83 
Projected production in 2012 3951 198* 
Projected shortfall 62 81* 


— P but bulk consumer sectors like power & fertiliser don 





COMPILED BY AMAN MALIK 
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B&W Hits to Come Alive Again, in Colour 


T PAYS TO GO COLOUR. 

Consider this: the 
coloured version of 60s- 
era black and white 
Bollywood classic 
Mughal-e-Azam grossed 
over Rs 10 crore when 
it was released in 2004. 
The film not only rec- 
overed the estimated 
Rs 3 crore that went 
into digitally *colour- 
ing" it, but also returned 
a tidy profit. 

Sensing a business 
opportunity here, several 
production and technol- 
ogy companies are now 
hopping onto this band- 
wagon and re-releasing 
colour prints of old 
Hindi and regional lan- 
guage hits. B.R. Films, 
B.R. Chopra's produc- 
tion house, is planning to release a 
coloured version of its 1957 hit 
Naya Daur soon. 

Says C. Jagan Mohan, Business 
Unit Head (Media Services) at 
Hyderabad-based Goldstone 
Media, which is digitally restor- 
ing and colouring 1960s hits Satya 
Harishchandra (Kannada), Sri 
Krishna Arjuna Yudham (Telugu) 
and Hum Dono (Hindi): “The 
colourisation market in India is 





Films like Hum Dono (top) come alive: Courtesy ‘col 


expected to be around Rs 150 
crore over the next three years.” 
The Kannada movie is expected 
to be ready by November, Hum 
Dono, a Dev Anand-Sadhana star- 
rer, will be out by December this 
year, and the Telugu movie by 
March 2008. The company, which 
has already acquired the rights to 
15 B&W classics in Hindi and vari- 
ous regional languages, is talking to 
big production houses, both in 





ouring’ 


India and abroad, to tap 
more such opportuni- 
ties. Typically, it costs 
anywhere from Rs 15- 
35 lakh to buy the 
rights to these old 
movies. 

The colourisation of 
black and white classics 
can also become a high 
profile niche in the Great 
Indian Outsourcing 
Story. Technical experts 
in this field command 
salaries of more than 
$100,000 (Rs 41 lakh ) 
per annum in the US; in 
India, they come for as 
little as Rs 2.5 lakh per 
annum. Taken together 
with other costs, it is five- 
to-seven times cheaper 
to restore and colour 
B&W films in India than 
in the Us. Not surprisingly, 
Goldstone plans to leverage this 
huge cost arbitrage while selling 
Its proposition to Hollywood 
film studios. 

Besides B.R. Films and 
Goldstone, there are four or five 
Bollywood film production houses 
and another half a dozen regional 
film production companies that 
are also planning to enter this field. 
E. KUMAR SHARMA 
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Petrol: What We Pay, and What They Pay 


; And you have to love Hugo Chavez 
: and the al Sauds 


: THERE 





: Amsterdam Rs 84.01 i eg 

: London Rs 80.72 : Riyadh: Rs 5. 
HERE Paris Rs 73.44 1 Caracas, Venezuela: Rs 2.13 f 
New Delhi Rs43.85 1 Hong Kong Rs 69.99 | ( f This is not a mistake!) 
Mumbai Rs 48.41 i Tokyo Rs 46.48 i 
Kolkata Rs46.90 — | Johannesburg Rs 41.70 | "nawa oa comer cup crt apa 
Chennai Rs 47.48 | New York City (average)* Rs 33.50 : petrol is sold by the gallon (3.785 litres) 
Bangalore Rs 50.62 | Los Angeles (average)* Rs 31.90 i Figures are price of regular unleaded petrol per litre 
Hyderabad Rs 48.82 Houston (average)* Rs 28.71 COMPILED BY KUSHAN MITRA 
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IN JAPAN, WHERE A SAILOR PEN IS CREATED, IT'S LUNCH TIME IN ITALY, THE BIRTHPLACE OF 

GRAFTED AURORA. AND FAR ACROSS THE ATLANTIC, IN AMERICA, THE LAND OF THE SHEAFFER, 

s UP. THE WILLIAM PENN COLLECTION SHOWCASES EXQUISITE PENS FROM DIFFERENT TIME ZONES 

ROM THE Swiss Caran D’ Acme TO RusiNATO OF ITALY. Lamy, MONTBLANC AND PELIKAN FROM 

Du Pont AND WATERMAN FROM NEIGHBOURING FRANCE. WHEN YOU'RE IN THE MOOD TO SPEND TIME 
ld ELI "Oe. enorm 


WILLIAM PENN 


THE WortD PEN STORE 
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Spread over 347 acres of prime land in NOIDA ๑ With 8 iconic towers ๑ Apartments with pli 
๑ Clubs and fitness centres ๑ State-of-the-art security ๑ 100 acres of landscaped gr 
restaurants and cultural and retail facilities e Modern educationa 


For details, please contact us at: Unitech Ltd, Unitech Signature Towers, Gurgaon Tel: 0124 45 


OR SMS Grande «space» Name «space» Convenient time to contact t 
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se Diverse range of super-luxury apartments and penthouses * Integrated Sports Center 
landscaped gardens Ħ Habitat Center with art galleries, library, meeting facilities, 
cal facilities e All designed by the world's top architectural firms 


;ommunity Centre, Saket. New Delhi Tel: 011 4166 4040 OR P7, Sector 18 Noida Tel: 0120 401 6800 


ül:grandeQunitechgroup.com www.unitechgrande.com. Offices open 7 days a week. 
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TOP OF 60 ECONOMY 


STATUS: $78 per barrel as on July 20, 
2007. 
Oil's Not Well 


Crude prices have risen steadily over last 
six months 





16 


sa 6] 69 


63 








Feb. 07 Mar 07 Apri 07 May. 07 June 0 j July 07 
Dollars per barrel (average) 
Source: BT Research 
IMPACT: Rising crude oil prices will 
fuel inflation in the world economy. In 
India, the expected fall in interest 
rates, which have hardened over the 
last year, will now probably have to 
wait for some time as the lag effect of 
rising oil prices will impact all sec- 
tors of the economy. 


STATUS: Rs 26,113 crore in April-July 
2007-08. 
' a 
It's Raining Money 
IPO mobilisation figures for the last four years 
26,113 





What is it? It is a "Black" version of 
the Google homepage, called DI 
Blackle. 






24,993 


Why? The theory is that a black 
screen saves a minuscule amount of 


23,676 
energy compared to a white page. 
| | 22,130 

Is it a large saving? Yes. Some 

people claim that an “all-black” 

Google will save a massive 750 2003-04 '04-'05 05-06 ‘06-07 2007-08" 

megawatt-hours a year. This has * Figures for April-July 
not been independently verified. Figures in Rs crore Source: Prime Database 


Wow, but is it any good? It uses the Google engine, so the search results are IMPACT: Rising IPO mobilisations augur 


the same. well for the economy as well as India 


| | Inc. as this money translates, over 
And the contrast? Good, but a black-on-white page is still far easier to read. And tiis N de; ล อ ต รัก ก แก ปัง. bs 
with Google integrating its search into all the new browsers, many people don't BETA oz" LARUM MAE DIPL 


Jp ; turn, should generate employment, 
actually visit Google's homepage anymore. 


thus, setting a virtuous cycle in motion. 


KUSHAN MITRA COMPILED BY ANAND ADHIKAR 
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The stylish new HTC $710 EETZ ^ 
powered by Windows* Mobile* Available for Rs. 16,990/- | 


Windows Mobile Phones keep your teams connected through the 
familiar Microsoft Office interface, even when they're on the move 


* E-mails and data delivered directly into the phone's inbox 
through seamless integration with the Microsoft Exchange Server 


| | No extra investment required on additional and expensive Servers 
E i : or Software 


| | : =, | Access to the widest range of business applications like Sales 
| E - = | Force Automation and Microsoft Dynamics Mobile CRM 3.0 right on 


——— 


/Dopod 


the phone screens 


¢) | fe Lowest cost and most scalable mobile solution utilising existing 
| | infrastructure and investments 

o l Motorola Q 
Ensure that your team benefits from increased productivity, faster 
i-mate HP iPAQ reaction time and updated access to information, thus enabling them to 


win and close deals faster 
So go ahead, empower your team with Windows Mobile Phones. 


m £ wg Windows _ 
Exchange Server X j Mobile 


tvlish HTC $710: National Distributor: Jaina Marketing: 9910821100; For Corp Enq: 9910193399; Redistributor: NORTH: New Delhi: Ja pr 
6555; Gurgaon: Jaina Mktg. Appl. Pvt. Ltd: 9311536555; Agra: Best Entp. 9719017737; Lucknow: Rudra Distb.: 9889476281; Kanpur: Teletec! 
3: Chandigarh iome Appl: 9888544454 Ludhiana: SK. Entp 9814669599. Jalandhar: A mm. 981 1848. Jammu: A M A tes 9419) Jaipur 
10; Kota: Mada! & £ 1828103131; Indore: Hemant Entp.: 9: 6 Bhopal: Meera Ent; 3022224; WEST. Gujrat: Cavitak Mktg- 9824040240: Mumbai: Adva 
187 2014 Ahmednagar: Tech Mind 9822113326 JTH: Chennai: Bhawar Lifestyles 994048 Coimbtore: Prime Associates: 9442634007. Bangalore: Edoe M 
wabad: Jaina Mktg. A td: 991215 7; EAST- Ranchi: Krishna Entp. 9934315285; Patna: Ritik Entp.. 9835027547, 94 232. Orissa: Jaina Mktg. Apr t Ltd 
1 Guwahati ! 4 864024000, Meerut: Art Gallery. 96: 17/9837870717; Allahabad: Kripa 123569t 
ws Mobile range e at all leading phone stores. To know more sms SMART A/B/C/D/E to 8888 (A=:-mate B=C HP. D=HTC/Dopod, E=Mot 3). V 
ther information: 2 = (HTC/Dopod): 9910193399, i-mate : 9350263618 O 022-40333999, [$J 1 4254999, 30304499 Q MOTOROLA | 
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P-WATCH 


A bird's eye view of what's hot and what's 
not on the government’s policy radar. 





STAY HOME BOUND? 


HE GOVERNMENT IS PLANNING 
T temporarily restrict Indian 
companies from approaching the 
overseas markets for loans. The 
reason: several companies are sim- 
ply realising the gains arising from 
interest rate difference of 2.5 per 
cent between the overseas and 
domestic markets. In cases where 
approval has been given, Indian 
companies might be told to bring 
home foreign loans only in phases, 





Receipts (IDRs). The eligibility 
criteria for issuing IDRs has been 
changed from the net worth-and 
turnover-based ceilings being 
followed so far, to one based on 
net worth and market cap limits. 
However, the government has 
mandated that in order to issue 
IDRs, firms will need to have had a 
continuous trading record or a 
presence on a stock market in its 
parent country for a minimum 


HSOHS YVHAAHS 





period of three years. 
It seems that capital controls do 


in a bid to check money supply and 

inflation. Such a move will also dis- Capital controls: Prone to misuse 

suade Indian companies from serve a purpose. They shepherd 

using ECB proceeds in treasury operations. capital flows—a necessity when the markets are not 
On the other hand, the government has made it right for a fully convertible currency. The problem is 

easier for foreign firms to access Indian bourses by that the tool is prone to misuse. 

AMAN MALIK 


relaxing the guidelines for issuing Indian Depository 


RETAIL SERVICE RULES IN THEWORKS 


ACED WITH A FLOOD OF PROPOSALS FROM RETAIL SERV- 
Fic providers for entering the country, the govern- 
ment is reportedly mulling over a set of new policy 
guidelines. The guidelines for foreign direct investment 

(FDI) for retail service 
providers are likely to 
be different from 
m FDI policy for retailing is already those provided to 


ES brands i | retailers (the policy in 
allowed with 51 per cent foreign its present form 
equity e 
flag sci. PR allows 51 per cent FDI 
พ New policy planned for services in single-brand retail). 
in the retailing sector . A policy on this front 
æ Companies like Carrefour will could help big compa- 
benefit from this initiative, as they nies like Carrefour 
can enter with a single application and Tesco, who might 
then be able to bundle 
all their services in the retailing business. These include 
merchandising, the key aspect. By bundling the services 
into a single brand, it will be able to thwart attempts by 
retailers to enter through the backdoor using the 
franchisee arrangement. 





AMAN MALIK 
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TELCO WOES : STATIC NOISE? 


HE TELECOM INDUSTRY IS IN A 

tizzy, quite literally over thin 
air. At the heart of the matter is 
the bundling of spectrum with 
licences, an issue that has set off 
a battle royale between CDMA 
and GSM operators with each 
group alleging that the other is 
inefficiently using the already scarce spectrum. Also 
under fire from all corners is the Telecom Regulatory 
Authority of India (TRAI) which wants to review key 
licence conditions and cap the number of telecom 
operators in a circle (a position, the ministry shares). 





. This has prompted at least eight MPs to write to the 


regulator, opposing any such cap under the pretext 
of scarce availability of spectrum. The Department of 
Telecom (DoT), meanwhile, has recommended that 
that three GSM (including the state-owned 
BSNL/MTNL) and two CDMA operators be allowed 
to offer 3G services in a telecom circle at a base spec- 


trum auction price of Rs 2,800 crore. 
AMAN MALIK 
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Say goodbye to complicated equipment and wires. 


Say Hello to acclaimed Bose Sound. 


No tangle of wires. Plug it in, then press play on the remote 
and your room fills with the lifelike sound you might expect 
from much larger and more expensive component stereos. 
With the Wave Music System, only music fills your home. 
It takes up less space than a single speaker in many 


conventional systems. 


Everything you need to enjoy music is inside: 

Amplifiers, equalizers, speakers, CD/MP3 CD player and 
radio tuner. It's all engineered to work seamlessly together 
and be simple to set up and use. The small, credit card-style 
remote lets you control the functions. Six FM and six AM 
presets allow you to choose your favorite radio station with 


the touch of a button. 


— 7472 E ° 


Better sound through research ` 


Optional Multi CD 
Changer : Our optional 
Multi-CD Changer lets 
you enjoy your music for 
hours on end. Slip one 


CD into the Wave Music 





System and upto three more into the changer, and enjoy 
hours of uninterrupted music - with lifelike sound. 
Premium Backlit Remote : Also available 


is our optional Premium Backlit remote 





which has large illuminated buttons and 
the added convenience of not having to point it at the 
system. It can make using the Wave Music System even 


more enjoyable. 


For more information or to place an order 


Call free 1-800-11-BOSE (2673). SMS ‘QUERY’ at 989 970 2673. 
Visit us at www.boseindia.com Please quote reference no. MAGO6 
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P-WATCH COLUMN 


The why, what and how-to of policy makina. 









SHEKHAR GHOSH 
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LEAK PROOF 


K <. 


THAT THE GOVERNMENT LEAKS LIKE A 
sieve is well known. But when it 
hurts, one would expect the 
chief to crack the whip, in the 
manner of companies. But that 
was not to be, when the pe- 
troleum ministry's internal note 





on paring Reliance Industries' 
gas price found mention in a 
daily. Rather than the chief 
(Petroleum Minister Murli Deora) 
howling, it was his departmen- 
tal secretary who was dis- 
turbed—he ticked off senior of- 
ficers. Test of a "hands-off" 
minister? BC 


NEW TWIST TO DABHOL 
IN BUREAUCRACY, THE DECISION- 
making process is akin to the 
path traversed by a horse-driven 
chariot for more reasons than 
one. The biggest one: decisions 
are delayed. The more rele- 
vant one is that the turning ra- 
dius for a decision is very 
large—it takes a lot to make a 
U-turn once a particular course 
of action is decided upon in- 
formally. The latest incident: 
the government is planning to 
now sell the Ratnagiri power 
project (erstwhile Dabhol proj- 
ect) as a single entity and not 
in parts—power plant and LNG 
terminal. The trigger: Cabinet 
Secretary Chandrasekhar, 
unlike his predecessor, is not 
inclined to sell it in parts. 

BC 
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INSURE GROWTH? 


ARELY A MONTH AFTER RAISING Rs 8,750 CRORE FROM THE PUBLIC TO FUEL 

its banking business, ICICI Bank is reaching out for capital again—this 

time around, for its insurance business—from foreign investors. And, 
the money is good—over a billion dollars at current estimates. It will defi- 
nitely be better if the cap on foreign investments in the insurance sector is 
eased from its existing level of 26 per cent . However, the inertia is signifi- 
cant—the Left parties, allies of the ruling coalition, are loath to 
this easing in regulation. Ironically, their approach has only 
led to flight of business. 

Here’s why: the solvency rules in the insurance game 
are stiff, demanding a 150 per cent cover in most cases. 
Hence, large insurance deals are passed on to overseas 
reinsurers—as much as 45 per cent of private sector busi- 
ness is lost on this count. For instance, in the case of ICICI 
Lombard, the reinsurance business (premium) is around 
Rs 1,300 crore, against its total premium receipts of around 
Rs 3,000 crore. With industry recording double-digit economic 
growth, business foregone on this count is only going to get worse. 

Ironically, the cap on FDI in insurance only exerts greater pressure on the 
government to attract FDI in infrastructure. This, since the sector requires 
long-term funds, best served by the insurance sector. 

While the government is to blame for not promoting growth in the 
insurance sector, the large private companies are equally guilty. The lack of 
courage and conviction on the part of the state to open the FDI gates in the 
insurance sector is only matched by the lack of aggression on the part of the 
companies. This could be a fallout of their diversifications—the various 
business segments fight for the same investment kitty and M&A opportuni- 
ties only add to this competition, However, consider: Over the last six years, 
market leader ICICI Bank has invested Rs 1,850 crore in the life insurance 
business, and another Rs 220 crore in the non-life business. Its business is 
now worth close to 12 times the original investments, given that the insur- 
ance holding company is valued at around $5 billion (Rs 20,500 crore). 
Organic growth surely brings its rewards. 

While the government has turned away capital and the domestic compa- 
nies are paying more attention to other sectors, is the regulator doing enough 
to promote investments? At first glance, an overwhelming ‘No’. For, the stiff 
solvency norms only deter business development. But, take a closer look at the 
business and you see why: if the company sells you a life insurance policy, 
surely, the conservative lot would not like it to be under any financial strain. 
However, for the brave-hearted, regulation allows for sale of equity-linked 
life insurance policies. Here, the insurance company becomes a fund manager, 
and your policy fortunes are linked to the market. In such cases, the solvency 
norms are vastly whittled down. But again, life insurance policies are not 
bought. They are sold. Not surprisingly, the private sector has made consider- 
able inroads over the last six years, having wrested 25 per cent market in the 
life business. Given that this trend will only strengthen, the government ought 
to privatise a few of the five insurers in its fold. Especially, since the public sec- 
tor insurers have not had capital infusion since their birth a few decades ago. 

BALAJI CHANDRAMOULI 
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JAGMOHAN DALMIYA 





Jagmohan Dalmiya: Not out 


. E IS WIDELY ADMIRED FOR HIS ADMINISTRATIVE SKILLS 
| [and business acumen and also criticised for al- 
leged wrongdoings during his long tenure at the 
helm of Indian, and, for a while, Asian and inter- 
national, cricket. And just when it seemed that he 
had passed his sell-by date—BCCI had suspended 
him from the body he lorded over for more than a 
decade, forcing him to resign from his pocket bor- 
ough, CAB—the 67-year-old Jagmohan Dalmiya 


_ bounced back via a Calcutta High Court order that 
- Stayed the suspension. Jaguda, as he's called in 


Kolkata, was in a characteristically combative mood. 
"My next task will be to clean BCCI and take it 
out of the jungleraj it is passing through now,” he 
said. “| know how to fight this battle being out of 
power," he added for good measure. 

No one will dispute that. But his real claim to 


fame and his greatest contribution to cricket has been 


to tum the game into a multi-billion-dollar global in- 
dustry. When Dalmiya, an immensely wealthy con- 


‘struction magnate, took over as President of the 


International Cricket Council in 1997, it had a bal- 
ance of £37,000 (Rs 22,20,000) in its kitty. When 
he left the post three years later, it had a surplus of 
£11 million (Rs 74.8 crore), a 30-fold increase. But 


he has had his shares of controversies as well. 


Is of financial misdemeanour have fol- 
lowed him over the last few years, though nothing 
has ever been proved. 

Can he make a comeback? It will be a difficult. 
task, but given the man's track record, only the 
very naive will answer that emphatically in the 


negative. 
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NUMBERS OF NOTE 


40 per cent: The proportion of consumer goods 
bought in the US imported from China 


2,600. The number of commercial pilots India 
currently has; this includes 600 foreign ones. 
There is now a shortage of 300 pilots 


$3.05 billion (Rs 12,505 crore): The revenue 
generated by India's KPO industry in 2006-07, 
compared to $260 million (Rs 1,222 crore then) 
in 2000-01 


$1 ,060 (Rs 43,460): Amount an Indian airport 
charges for handling an Airbus A320 aircraft for a 
three-hour turnaround flight. Kuala Lumpur airport 
charges $203 (Rs 8,323) for the same aircraft 


$2 1 trillion (Rs 861 lakh crore): Total revenue 
of Fortune 500 companies in 2006 


Rs 2,541 . 3 2: Chennai's per capita FMCG 


spending in 2006-07 compared to New Delhi's 
Rs 2,068.82, according to Indicus Analytics 


Rs1 6,000crre: The amount Reliance 


Communications will spend on network expansion 
in 2007-08 


$3.2 billion (Rs 13,120 crore): The amount 
invested by PE firms in 76 Indian companies during 
the April-June 2007 quarter. In the corresponding 
period last year (2006), the amount invested by PE 
firms in 67 deals totalled $1.9 billion (Rs 7,790 crore) 


66. The number of new Fils who have set up shop 
in India so far this year 


$3.8 billion (Rs 15,580 crore): Loans sanctioned 
to India by the World Bank in 2006-07; in the 
previous financial year it lent $1.4 billion 

(Rs 5,740 crore) to India 


Rs Wi 169.5 crore: Value of the net purchase 
of equities by Fils in June 2007 


$200,000 (Rs 82 lakh): The amount Google 


spent to be the lead sponsor of the four-day-long 
reunion of 3,500 alumni of the Indian Institutes of 
Technology at Santa 
Clara, California, in 

the first week of July O OS e 


oday in India, mobility has ล new name. 


As the world's leading vehicle operational leasing 


company, we deliver the most comprehensive range of Gain the many advantages of Operational Leasing 
corporate car mobility solutions in India. Designed to Outsource your cars to the experts 


generate substantial cost savings, our products benefit is à; 
your business, both financially and administratively. We Benefit from higher productivity and efficiency 


take care of vehicle acquisition, operational leasing, Enjoy a single-point contact for all mobility needs 
maintenance, insurance & accident management and Be assured of accurate budgeting 

even car rental. We also offer various value added Take advantage of customised solutions 

services designed to keep you mobile at all times. So take 
advantage of our expertise, just like over 600 blue chip 
companies in India have done. 


Avail short and long term car rental services 


LeasePlan India Limited 
Tel.: + 91 (124) 280 6161. lpininfoQileaseplan.co.in 


www.leaseplan.co.in Leas ePlan 


Bangalore + Chennai * Gurgaon * Hyderabad * Kolkata * Mumbai * Pune 


HE WORLD LEADING FLEET AND VEHICLE MANAGEMENT COMPANY ร ร เพ , 
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The brand that builds brands 
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š Open registration, clean 
| Yaari.com A layout, and has several 
Open registration; this was the first social You have to admit the name is fantastic, features, and is mobile 
networking site targeted at Indian users. had early-mover adva and enabled. Aiming at a wide 
appeals to the young adu demographic. 
demographic. Has a clean layout and 
allows mobile scrapping. 











None of the above sites 
has anything special to add. Littl 
wonder then that international 
social networking sites are stil 
the first choice of young 
Indian netizens 





Social Networking 


Revolution 


During the Web 1.0 rush in India 
during 1999-2001, everyone wanted 
to start a portal. Web 2.0 is seeing a 











proliferation of social networking Orkut Facebook 
sites. We take a Named after its founder Extremely popular in the US, this 
glance at some. Kushan Mitra Orkut Buyukkokten, a Google site, founded by Mark Zuckerberg, 
engineer, this site continues is rapidly gaining in popularity in 
to be popular but has been India as well. N 





controversial thanks to lax 
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Global Money Laundering: How Banks Are Facing Up To The Challenge 


Estimated money laundering flows are reported to be in excess of $1 trillion every year. A recent KPMG survey shows how banks have responded to this 
challenge—by increased investment, senior management focus, and cooperation with governments, regulators and law enforcement. 


Profile of AML* Measures at Senior Management Level Bank’s Estimates of Greatest Additional AML Spending Over the Lasi 
" 95 and Next Three Years 


Enhances transaction Tn i qara 3 | 
Greater provision of taining enses — — 32 








MySpace 
Bought by Ru 





Murdoch for million 
in 2006, this site is yet 
to make an impression 
in India. But you can bet 


Younger than the 
competition, it has a lot of 
interesting features and is 
one of the fastest growing 
social networking sites. 








Overall, 250 banks, covering 55 countries, have been represented. 
Here are the highlights: 
e° Banks have a more international footprint; markets and products 
ล ง corres 
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TO BE PRECISE 





“If Indians can run other businesses, why not 
airlines? It's not rocket science, it's a hospitality 
business" 


Naresh Goyal, Chairman, Jet Airways, in Newsweek 


"When I first came here, Indian companies 
were intimidated by multinationals. Today, 
they are multinationals themselves" 


Scott Bayman, who came to India 14 years ago as head of GE India and 
retired recently, in Mint 


"They (rich people) don't want to wear the 
same clothes they see celebrities wearing on the 
red carpet. Rich people want exclusivity. 

That is what luxury is about" 

Donatella Versace, Vice President, Versace Group, in Daily Telegraph 


“I really did not expect people—the ‘good 
and great’ of India—to be calling Cabinet 
Secretaries and Ministers, to say, “You have 

to unwind this (Hutch) deal, because we 

want a piece of it” 

Arun Sarin, Chief Executive, Vodafone, talking about India’s bureaucracy 
fo Reuters 


“Leave your modesty at the door and bring 
your heart into the interview” 


Carole Martin, Author and Professional Interview Coach who bas taught 
at the Haas School of Business at the University of California, Berkeley, 
in Forbes.com 


"We're committed to building cars where 

we sell them. We've done that, and there's no 
reason to think we won't be doing that 

in the future" 


Jim Press, Head of Toyota's North American operations, on Toyota's plans 
to beef up operations in the region, in BusinessWeek Online. 


“The low-end customer is less fickle. 
They appreciate value" 
Kishore Biyani, CEO, Future Group, in Mint 


"There has been an assumption that India and 
China equal to cheap or inexpensive, but 

that may not necessarily be the case in a few 
years' time" 

Tony Nash, Asia Director, Country and Economic Research, Economist 
Intelligence Unit, in BusinessWeek 
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CHOSEN: By FDI 
magazine, a Financial 
Times group publica- 
tion, Commerce and 
| Industry Minister Kamal 
Nath, as Global FDI 
Personality of the Year 2007. Brazilian 
President Luis Inacio Lula da Silva 
and Mexican President Vincente Fox 
have received this award earlier. 





BAGGED: By Swedish major 
Ericsson, a $2-billion contract from 
Bharti Airtel to design, deploy, opti- 
mise and manage Bharti's GSM cel- 
lular network in 15 circles and its in- 
telligent network platform for pre- 
paid card users across 23 circles. The 
deal will allow Bharti Airtel to expand 
its reach into rural areas. 


ANNOUNCED: By Ernst & Young, 
the shifting of its tax compliance 
work from the UK to India. It plans to 
recruit 200 graduates in Bangalore 
over the next two years to perform the 
largely routine work of processing 
company tax returns. E&Y assured 
that the move would not result in 
redundancies in the UK. 


GRANTED: By the Union govern- 
ment, clearance to the Tata Group 


to set up a private helipad atop luxury 
hotel Taj Wellington Mews in Mumbai. 
Trial landings were conducted in June. 
This will be the first helipad atop a pri- 
vate building in the country. 


REACHED: Between the United 
States and India, an agreement on 
nuclear cooperation. According to 
a joint statement issued by the two 
sides, the agreement will now be 
placed before the two governments 
for a final review. "Both the US and 
India look forward to the completion 
of these remaining steps and to the 
conclusion of this historic Initiative," 
it said, without divulging any de- 
tails about the pact 


APPOINTED: As 
Chairman of steel 
company Mukand, 
Niraj Bajaj. Rahul 
Bajaj, the outgoing 
Chairman of the com- 
pany, said he was re- 
signing due to paucity of time and to 
give an opportunity to the next gen- 
eration. Rajesh Shah was appointed 
co-Chairman of Mukand. The Shahs 
hold close to 11 per cent in the 
company while the Bajaj family 
owns 35 per cent. 





PC SALES: BOOM CONTINUES 


Ad 
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KING KHAN BATS 





ING KHAN IS DOING HIS BIT FOR WILDLIFE 
ulin He appears in a 
public service campaign, to be broad- 
cast at all international and domestic 
airports, to raise awareness about the 
issue. In the 1-minute clip, Shah Rukh 
Khan speaks up for the Indian forest 
guard, saying: “He is our nation’s un- 
sung hero. Day in and day out, he is 
matching wits and battling powerful en- 
emies—wildlife poachers and timber 
smugglers—and he is willing to lay 
down his life for this." Khan, who re- 
portedly charges Rs 3.5 crore to en- 
dorse products, has done this cam- 
paign gratis. 

The Ministry of Civil Aviation, the 
Airports Authority of India, HDFC and 
DSP Merrill Lynch have also chipped in 
with financial and logistics support for 
the programme spearheaded by the 
Sanskara Trust and Asian Conservation 
Awareness Program (ACAP). “This 
campaign serves the need of the hour; 
more and more people will become 
aware of the importance of saving 
wildlife and preserving forests and this 
will help protect the environment,” 
says Deepak Parekh, Chairman of 
HDFC, in a statement. A message 
from Hemendra Kothari, Chairman, 
DSP Merrill Lynch, says: “| am very 
happy with this campaign which is 
now being taken up on a much wider 
scale. Conserving forests is important.” 

This programme is being supported 
by the Indian Broadcasting Foundation 
and networks like Doordarshan, 
National Geographic Channel, 
Discovery and Animal Planet. 

ANANDA BANERJEE 
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What pleases managers most? Steadily rising productivity curves, 
of course. A delicacy we would be more than happy to serve you. 
With integrated solutions for the milk industry consisting of 
components for synchronized and optimized processes over the 
entire product life cycle and with ingredients for integrated 
quality control and assurance. Integration of the very highest 
caliber across all corporate levels - including distributed 

[ > S ry production. And what do we call our recipe for making you 
e 4 m competitive over the long term? Totally Integrated Automation. 
mail: processautomation.india@siemens.com 
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Opportunities For Global Retailers 


International consulting firm A.T. Kearney recently conducted a study on the 
relative attractiveness of 30 emerging markets. These are the key findings: 


As larger cities in India, China and Russia reach retail saturation, some retailers are 
entering these countries through small second- and third-tier cities where consumers are 
ready to embrace western-style retail concepts and products thanks to the influence of 
television, movies and the internet. India, Russia and China top the annual list of most 
attractive emerging markets for retail investment. A.T. Kearney's Global Retail Development 
Index ranks emerging countries based on a set of 25 variables, including economic and 
political risk, retail market attractiveness, retail saturation levels and the difference 
between gross domestic product growth and retail growth. 


* Weight; GRDI: Global Retail 
Development Index 
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The Amazing Race 





The Ambanis are on the fast track. KRISHNA GOPALAN & T.V. MAHALINGAM 


WO RELIANCES 
are better 
than one—at 
least for a 
news-hungry 
media, that would cer- 
tainly seem the case. 
Consider: 
Monday, July 16, 
Mumbai: Reliance 
Communications 
(R-COMM) from the 
Reliance Anil Dhirubhai 
Ambani Group (R-ADAG) 
sets the ball rolling when 
its Chairman calls a press 
conference to announce a 
major overseas acquisi- 
tion. Flag Telecom, a 
wholly-owned subsidiary 
of R-COMM, has bought us-based 
Ethernet services provider Yipes 
Holdings for $300 million. 
Monday, July 16, Jamnagar: At the 
annual general meeting (AGM) of 
Reliance Petroleum (RPL), the com- 
pany that iPO-ed last April, and which 
is in the process of putting up the 
sixth-largest refinery in the world, 
Chairman Mukesh Ambani tells 
shareholders that RPL’s effort to cre- 
ate the "single-largest refinery com- 
plex globally" (along with the existing 
refinery of flagship Reliance 
Industries) at Jamnagar is on track. 
"This will make Jamnagar the refin- 
ing hub of the world," beams 
Ambani, adding that the complex 
will process two out of every hundred 
barrels of oil in the world. 


BHASKAR PAUI 
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Anil and Mukesh: Size matters 





Im. 2 


Tuesday, July 17, Mumbai: It’s 
AGM time for R-COMM, and the 
younger Ambani is full of beans 
and plans. R-COMM, he says, will 
spend Rs 16,000 crore during the 
current fiscal to expand and 
strengthen its network coverage in 
India and the rest of the world. 
Tuesday, July 17, Mumbai: A few 
hours later, at a South Mumbai 
hotel, it's the turn of Reliance 
Industries (RIL) to occupy centre 
stage. RIL, announces P.M.S. Prasad, 
President, petroleum business, has 
made a “significant” oil and gas 
discovery in the very first well it 
drilled in the Cauvery basin, off 
the coast of Pondicherry. 
Thursday, July 19, Mumbai: R-ADAG 
announces the sale of a 5 per cent 


stake in its telecommuni- 
cations tower business. The 
deal, which was struck at 
$337.5 million (Rs 1,400 
crore), will have seven in- 
vestors in all from the us, 
Europe and Asia. The 
names of the investors have 
not been made public. 

Clearly both brothers 
have plenty to trumpet. 
Take Anil's all-cash pur- 
chase of Yipes, for instance, 
which gives him a foothold 
in the global market for 
enterprise and institutional 
data services, a pie that's 
valued at $90 billion. 
"Yipes is focussed on the 
Ethernet, which is the 
fastest growing segment in the 
global data market. The Ethernet is 
a $10-billion market and is expected 
to grow at a compounded growth 
rate of over 30 per cent per an- 
num and become a $25-billion mar- 
ket globally by 2010," says the 
R-COMM Chairman. What is more, 
Yipes has around 1,000 enterprise 
customers across four industry ver- 
ticals—financial, legal, government 
and healthcare. The company is 
headquartered in San Francisco and 
owns over 22,000 km of fibre 
across 14 cities in the Us. 

Cut to the Cauvery deep water 
basin on the east coast of the coun- 
try, where RIL has made the coun- 
try's first ever hydrocarbon discov- 
ery, which was promptly christened 


H'ONIS 4330NVV 


‘Dhirubhai-35’. This discovery fol- 
lows previous hydrocarbons finds in 
the offshore basins of Krishna- 
Godavari, Mahanadi and Saurashtra. 
“It’s too early to compare the two 
discoveries. The Krishna-Godavari 
basin flowed only gas while this 
one (Cauvery basin) flowed oil as 
well as gas. We will get a better es- 
timate once we drill more wells in 
this block but it's a very significant 
discovery," says Prasad. 

The exploration, and eventually 
production, venture gives Mukesh 
Ambani a huge opportunity to unlock 
value from RIL. Anil too has similar 
ideas at R-COMM. At last fortnight's 
AGM, he announced plans to hive 
off the tower infrastructure into a 
separate company as well as a private 
placement for Flag Telecom, which 
will duly get listed. “We also plan to 
develop the 132-acre campus at 
Dhirubhai Ambani Knowledge City 
as a Special Economic Zone with a 
focus on rr and rr-enabled services. 
We also intend to create a global 
size business in the BPO space where 
we, over the years, have developed 
competencies in telecom, BFSI (bank- 
ing, financial services and insurance), 
utilities and entertainment verticals,” 
Ambani said at the AGM. A few days 
later, when he addressed the media, 
Ambani said the tower business, un- 
der Reliance Telecommunications 
Infrastructure (RTIL), has been val- 
ued at $6.75 billion. “The company 
has an asset base of Rs 12,000 crore. 
We have 14,000 towers which will 
increase to 23,000 over the next six 
months,” added Ambani. 

AGMs for Mukesh Ambani are 
also a stage on which to throw 
the spotlight on project progress, in 
spectacular fashion. Don’t ask how 
they did it, but according to the RIL 
Chairman, “the civil concreting 
works at the site will consume ce- 
ment equivalent to 35 CN Towers 
in Canada, the world’s tallest build- 
ing.” For Mukesh Ambani, global 
always mattered, be it size, scale— 
or perspective. 
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Gettin ng Foggy 
Again‘ 


Uncertainty stalks IT services— 
and it’s not just the rupee. 


ACK IN OCTOBER 2001, N.R. 

Narayana Murthy, then Infosys 
CEO, when asked about the future of 
the Indian IT industry, made a 
prophetic statement: “There’s so 
much fog in the windshield and I 
don't think anybody has a crystal 
ball.” Murthy was referring to the 
slowing tech spending in corporate 


Playing to Win 


America, and the US invasion of 
Afghanistan that eventually gave the 
Indian rr industry three torrid years. 

With the recently announced 
quarterly results, it looks like the 
first wisps of fog are just starting to 
appear on the windshield of the 
cruising IT industry. And the reason 
for the fog, this time around, is some- 
thing very Indian. It's the rising rupee. 
With the rupee appreciating nearly 7 
per cent against the dollar in the last 
quarter alone, earnings and bottom 
lines of 11 companies, whose pri- 
mary market is the us, have been 
badly hit. Infosys' revenues took a hit 
of Rs 287 crore due to the rupee's 


Step into our gameplex, say the online players. 


NLINE GAMERS ARE IN FOR A 
treat: Gaming portals like 


ibibo.com & Contests2win.co 
are also — at the online gam- 


games available on its site as well as 
increasing the number of ad- 
vergames (it has five currently). 
Ashish Kashyap, CEO, MIH Web, 


continue to focus on advergam- 
ing only, Games2win—the online 
gaming venture—will stay away 
from iptions. “Internationally 
the model is dying a 
slow death and I don't believe it's 
going to work in India too," says 
Alok Kejriwal, Founder and CEO 






INVASOO HSA 


of Contests2win.com and 
Games2win.com. 
Online gaming in India is still at 
a nascent stage. As of January 
2007, the industry was worth 
Rs 21 crore (Source: eTechnology 
Group@ Imps). An unsupportive 
ecosystem makes loyalty-building 
difficult. That may be why 
Games2win and Zapak plan to in- 
troduce dedicated gaming zones. 
"Zapak gameplexes’ will be present 
in 33 cities, whilst Games2win is 
tying up with Sify as well as 100 in- 
dependent cafes. Both companies 
claim they will target hard-core 
gamers and will host regular gam- 
ing tournaments; Games2win will 
also be selling cash cards for the 
purchase of online accessories. 
PALLAVI SRIVASTAVA 
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volatility. In fact, Infosys lowered its 
annual guidance for 2007-08. For 
the year ending March 31, 2008, 
Infosys expects to have revenues in 
the range of Rs 16,238-16,443 
crore—a year-on-year growth of 
16.9-18.3 per cent—significantly 
lower than the 22.6-26.6 per cent 
growth it had forecast a quarter ago. 
The other Bangalore heavyweight 
Wipro lost Rs 257 crore at the rev- 
enue level and Rs 96 crore in profits, 
due to the appreciating rupee. 

At TCS, the shooting rupee ate 
away into operating margins by 258 
basis points, which was somewhat 
offset by hedging gains of Rs 107 
crore. In fact, TCS is among the com- 
panies that got its hedging strategy 
right. Says S. Ramadorai, CEO & MD, 
TCs: “We will hopefully have some 
stability in the quarter ahead as far as 
the rupee is concerned. We have 
about $2.5 billion in outstanding 
hedges by the end of the last quar- 
ter." Adds Suveer Chainani, 
Technology Analyst, Macquarie 
Securities: “TCS has been astute with 
its foreign currency risk manage- 
ment. They predicted well and had a 
good mix of futures and options 
that worked out well for them." 

Research houses like Macquarie 
forecast that by December the dollar 
may go to Rs 40.5 and touch Rs 
41.5 per dollar by December-2008. 
Ramadorai feels the solution for the 
current situation lies in concentrating 
on increasing non-dollar revenues 
from other geographies like India, 
Asia Pacific and Latin America. 

Another area of concern for the 
industry is the impending end of 
tax holidays in 2009, *One way to 
work around that problem would be 
to work out of special economic 
zones (SEZs), which guarantee tax 
holidays," says Ramadorai. With the 
run up to the Us Presidential elections 
already in full swing, the rr industry 
is also bracing itself for “some noise" 
from the Us political circles on prickly 
issues like H-1B visas and outsourcing. 

T.V. MAHALINGAM 
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Helpless in a 
Wireless World 


BSNL loses ground as a 
contract gets delayed. 


EFORE RETIRING ON JULY 31, A.K. 

Sinha, Chairman & Managing 
Director, Bharat Sanchar Nigam 
Ltd (BSNL), would have wanted to 
leave his mark as the man who not 
only led the country's #2 wireless 
service but also as the man who 
had launched the country's first 3G 
services. Unfortunately, in the last 
month of his tenure, he saw his 
company slip to fourth position 
overall and to third position in the 
GSM segment with his corporation's 
growth stagnating over the last three 
months; what is more, BSNL’s hopes 
of flagging off next-generation serv- 
ices in the near future have also hit 
a brick wall. 

The only solace for Sinha in the 
last 15 days before his superannua- 
tion was that the government gave a 
go-ahead for a GSM capacity ex- 
pansion and procurement of 3G 
equipment, which has been dragging 
for almost two years. In early July, 
Communications Minister A. Raja, 
after threatening to scrap the en- 
tire process, eventually slashed BSNL's 
GSM tender to half, at 23 million 
lines. This will provide the stagnat- 
ing BSNL some scope to expand, but 
not before at least six months. 

The original tender was valued at 
Rs 20,000 crore, and for 45.5 
million lines. BSNL could not place 
the orders last year as the us telecom 
vendor Motorola challenged the 
tender process over its disqualifica- 
tion. But although Motorola de- 
cided to withdraw the petition Raja, 
who took over from Dayanidhi 
Maran in May, called for certain 
changes in the tender. He ques- 
tioned the disqualification of 
Motorola and wanted BSNL to ne- 
gotiate the prices with the vendors to 
bring them down to less than $90 a 





BSNL's Sinha: Tender issues 


line from the $107 quoted by the 
lowest bidder Ericsson. 

"There was always a confusion," 
explains Sinha. “Our committee 
works on the tender process and 
then eventually recommends a price. 
Just because $107 was quoted in 
the tender it does not mean that the 
same price would be applicable. Of 
course, two bidders (Ericsson and 
Nokia-Siemens) had qualified in the 
process and the prices were eventu- 
ally negotiated. The price now works 
out to around $90.” 

The controversy has taken a toll 
on BSNL, with Vodafone-Hutch cap- 
turing its #2 slot. Between April 
and June, Vodafone-Hutch added 
more than 3 million lines; BSNL, due 
to a paucity of available connec- 
tions, could only manage about 0.6 
million connections, Meantime, the 
Joint Forum of BSNL and MTNL 
unions, comprising more than 3.5 
lakh employees, has threatened to 
agitate. “The executives and non-ex- 
ecutives will take direct action if 
the government and management 
do not issue immediate necessary 
orders for the 4.5 million GsM lines.” 
Says G.L. Jogi, General Secretary, 
Sanchar Nigam Executives’ 
Association: “The delay has caused 
a notional loss of about Rs 55 crore 





a month to BSNL; the losses will 
increase over another eight 
months,” says Jogi. “Even if the 
order is placed immediately it will 
take at least 10 months for BSNI 
to get hold of the equipment and 
roll out the lines." 

The opposing party at the 
Centre, the BJP, for its part has de- 
manded a CBI probe. According to 
BJP spokesperson Prakash Javdekar: 
"The nation has a right to know 
why BSNL approved a much higher 
rate of $107 for a GSM connection 
in a tender amounting to Rs 
20,000 crore than the rate of $69 


that was offered for a similar con- 
nection to MTNL recently." The 
Opposition plans to raise the is- 
sue during the monsoon session 

of Parliament next month. 
Interestingly, now that the board 
which was designated to look into 
the queries raised by the Minister 
has given the entire process a clean 
chit, the employees want to know the 
reason for reducing the size of the 
tender. Even the move to delay and 
reduce the 3G equipment procure- 
ment without valid reason has in- 

vited the employees' wrath. 
AMIT MUKHERJEE 


Grey Ain't Good 


Samsung cracks down on grey market imports of its hardware. 


OMPUTER HARDWARE DEALERS 
qe a worried lot after 
Samsung India recently started a 
campaign against grey market, or 
parallel, imports. The Computer 
Media Dealers Association (CMDA) 
has shot off a legal notice to 
Samsung Electronics India and 
Marr (Manufacturers' Association 
of Information Technology), ac- 
cusing the company of adopting 
anti-trade and > prac- 
tices by barring the association's 
members from importing 
Samsung products from interna- 
tional markets. 

Samsung, however, is un- 
moved and says that being the 
owner and manufacturer of the 
products and trademark used on 
those products, it has the right to 
conditions of its products when 
they are placed in any market for 
sale, before the users finally 
consume it. 

In an e-mail response to BT, 
Samsung India says: “It is a wrong 
perception that by merely paying 
plying with the import formali- 
ties, all products entering the 


Indian territory "automatically" 


in India is $7 billion (Rs 28,700 
crore). Since products of parallel 
imports come at a cheaper price 
than their authorised counterparts, 
they do not offer warranty and 
after-sales benefits to consumers. 
Says Vinnie Mehta, Executive 
Director, MAIT: “Our association 
doesn’t support grey market prod- 
ucts as they curtail revenues to 
the government from IT hardware 
industry.” The edgy dealers are 
now crying foul over Samsung's 
campaign saying that it could lead 
to a price hike or even supply 
shortage of Samsung products. 
Dismissing the claim, Samsung 
says that price and costing is never 
the issue. “The campaign is to 
the consumers..., who are 
lured into buying grey-market 
products under the impression 
that they are supported by the 
manufacturer.” Seems like a fair 
argument. 
MANU KAUSHIK 


UMESH GOSWAMI 





The Jangle in 
Jingles 


FM radio needs to go beyond 
advertising for revenue. 





z 
Red FM's Thomas: New tune 


Y THE END OF 2007, 266 FM 
Beestions are expected to be Op- 
erational across 87 cities. But even 
as the industry is slated to touch 
the Rs 1,400-crore mark by 2010 
(from the current Rs 400 crore), 
industry experts are not really en- 
thused by prospects. That's because 
the FM radio segment is still plagued 
with problems like little differenti- 
ation, single frequency, absence of 
niche genres, high content cost and 
emergence of competitive media. 
According to Nikhil Vora, Partner, 
SsKI, unlike the developed markets, 
where radio's share is 8.5 per cent, 
in India radio's share is likely to 
peak out at 5 per cent of the ad 
pie since the *opportunity scale" 
for FM channels to make material 
money is too small. 

That why FM operators are 
looking at options beyond selling 
advertising space and vying for 
‘activation’ contracts (a combina- 
tion of below the line and above 
the line advertising). Red FM, which 
Operates out of three circles, sees 
opportunities in the content busi- 
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ness. Abraham Thomas, Chief 
Operating Officer (COO), Red FM, 
says the station is focussing on 
communication, creative and con- 
tent solutions businesses. Red FM 
has created ‘Creative Solutions,’ a 
specialised group to deliver radio 
promotion solutions to various 
clients for the channel as well as for 
other channels. 

Content syndication for non- 
competing channels (including 
recycling of old content) is an- 
other option. Radio City, a sta- 
tion that operates out of eight 
cities, has been building unique 
content for the last seven years 
and Rana Barua, National Head, 
Marketing, says this is a good time 
to leverage it by working on syn- 
dicated shows, interviews, songs 
and selling them in the market in 
the form of audio CD/DVDs. 

BIG FM, from the Reliance Anil 
Dhirubhai Ambani Group (R-ADAG), 
has firmed up plans for BIG Digital 
and Digital Music. The first will 
take care of the online and the 
short-code businesses of the com- 
pany, and will include city-specific 
websites. The 45 websites (in cities 
the channel will be present) will 
consist of local events and happen- 
ings of the city apart from filling in 
the user with infotainment, gossip, 
downloads, Bollywood news etc. 
“The websites will be fuelled by lo- 
cal advertisements and they will be 
relevant and useful to a user in a 
small city too,” says Soumen 
Choudhury, Chief Technology 
Officer, BIG FM. 

Explains Anil Srivatsa, Coo, 
Radio Today: “While advertising 
and activation have become insep- 
arable, the non-traditional modes of 
revenue are obviously the growth 
areas.” Clearly in a country where 
radio reaches out to 99 per cent of 
the population but has only 27 per 
cent of regular listeners, revenue 
streams other than advertising need 
to be built along the way. 

PALLAVI SRIVASTAVA 
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Stray Straws 
in the Wind 


Has Suzlon been diverting 
IPO proceeds? 





> j Ni E 
Suzlon's Tanti: Allaying concerns 


HE INDIA GROWTH STORY NEVER 
Tis better. With the capital 
markets testing record highs and 
strong fund flows continuing, there 
seems little reason for the cheer to 
end. However, that seems to be ex- 
actly why the Ministry of Corporate 
Affairs is getting a little edgy. In a bid 
to make sure that the good times 
don't end bitterly, the Ministry has 
launched a broad inquiry into the 
end-use of huge sums of funds raised 
by several companies in their IPOs in 
the last couple of years. 

"The inquiry is a routine affair. 
There is no company which is being 
targeted particularly. Our only con- 
cern is there should be a healthy 
market," Corporate Affairs Minister 
Prem Chand Gupta told Br. 
However, Ministry officials con- 
firmed that wind power company 
Suzlon Energy is under the scan- 
ner, but it is not the only one. 

The end-use of funds falls in a 
grey zone as far as regulations go. At 
present, the use or misuse of the 
proceeds of an IPO is not under any 
regulator scrutiny. Even the mar- 
ket regulator, SEBI, does not look 
into how public issue proceeds are 
used. It seems that the Ministry is 
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now stepping in to fill this gap. The 
proceedings are being termed “an in- 
quiry" as against a more serious “in- 
vestigation." The trigger is certainly 
not the expectation of a scam, ac- 
cording to Gupta. Apparently, it is 
the fear of a repeat of the vanishing 
companies of the early 90s. *Though 
there is virtually no chance of that 
sort of thing (companies vanishing) 
happening again as the market struc- 
ture has changed, yet this sort of 
an inquiry is a good idea. Such a 
hygiene check should provide a 
sense of comfort to the investors," 
says Prithvi Haldea of Prime 
Database, a Delhi-based IPO tracker. 

As for Suzlon, the company 
raised some Rs 1,300 crore from its 
IPO, of which around Rs 650 crore 
was extended as loans to sub- 
sidiaries. Moreover, the company 
has accumulated a debt of over Rs 
1,600 crore despite having a busi- 
ness model where cash comes in 
before the turbines are delivered. 
The ministry's concern is whether 
funds are being diverted. A Suzlon 
spokesperson says a categorical no. 
He shrugs off the size of the debt, 
given the fact that Suzlon has been 
raising funds for takeovers and ac- 
quisitions. On the Rs 650-crore fig- 
ure, the spokesperson says that there 
could be some advances paid to 
vendors. "In the wind energy in- 
dustry components are in short sup- 
ply, therefore, we have to block 
manufacturing capacities (by pay- 
ing advances) to component manu- 
facturers to ensure a smooth flow of 
our supply chain. This is where the 
advances are largely utilised." 

Will the ministry be satisfied? It 
remains to be seen. However, as 
Haldea points out, it would be dif- 
ficult to pin down misuse of funds as 
most companies would be legally 
compliant. Perhaps another strand 
that needs to be followed is the ve- 
racity and the adequacy of disclosures 
made in the IPO prospectus. 

SHALINI S. DAGAR AND 
ANUSHA SUBRAMANIAN 
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Act Two 


Its IPO could make Genpact 
a BPO behemoth. 


NDIA’S LARGEST BPO PLAYER 

Genpact has finally thrown its 
hat in the ring. It’s about to list on 
the New York Stock Exchange 
(NYSE) and has registered its IPO of 
35.3 million shares at an estimated 
price of $16-18 per share. In a filing 
with the Us Securities and Exchange 
Commission (SEC), the Gurgaon- 
headquartered company said it 
would offer about 17.6 million 
shares while some other 
shareholders would offer the 
remaining stock. 

Genpact expects to raise nearly 
$600 million through its offering 
and in the process would become 
the third major Indian BPO, after 
WNS and EXL Service Holdings, to 
list on the Us markets. The primary 
reason for listing is to raise funds to 
fuel growth and secondly shore up 
its image globally by making itself 
visible on one of the world’s most 
famous stock exchanges. Another 
reason is, of course, to offer partial 
exit to the private equity investors in 
the company—General Atlantic (GA) 
and Oak Hill Capital (OHC) 
Partners—that acquired 62.63 per 


Genpact's Bhasin: Unlocking value 
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Their Master's Choice 


Appoint IIM Directors and control them, plans government. 


T'S A MOVE THAT MAY JUST WIDEN 

the rift between India's premier 
sponsor, the Government of India. 
With the terms of the directors at 
IIM-Ahmedabad, Bangalore and 
Calcutta coming to an end in 
September this year, the Ministry 
of Human Resources now wants 
to be the one that decides the new 
appointments. Traditionally, 
search committees within the ttMs 
have selected new directors, usually 
from within the school itself. The 


Ministry, which has invited appli- 
cations through newspaper ads, 
denies that it has changed what 
has been a practice. *For the se- 
lection of forthcoming vacan- 
cies...the posts have also been 
widely advertised, as per the pres- 
ent policy in regard to similar posts 
in autonomous institutions funded 
by the public exchequer,” 
the Ministry said in a statement. 
That's a long-winded way of 
saying that directorial appoint- 
ments at the IMs will henceforth be 
done by the Ministry, just as it 
appoints directors at other gov- 
ernment-funded institutions. 
Understandably, the three 
B-schools in question (IIM-A, B & C), 
which have also taken on the gov- 
ernment over its 27 per cent seat 


cent in the company in 2005 for 
$500 million. It's a windfall by any 
measure—GA and OHC’s investment 
is now worth more than $2 billion. 

Genpact, whose market cap at 
$18 a share may touch $4.23 billion, 
has already said that it would use the 
proceeds from the issue to retire 
debt and scout for potential acqui- 
sitions, particularly in markets such 
as the US and the UK. However, 
Genpact is no stranger to the M&A 
game. In 2005, it had announced ac- 





Got a problem? Ask the bureaucrats 


reservation for students from other 
backward classes (OBCs), are upset. 
“The greatest disadvantage of se- 
lecting 1M Director through ad- 
vertisements is that the most suit- 
able candidate may not respond 
and apply at all,” fears Prof. 
Anindya Sen, Dean, iM Calcutta. 
The Directors of ttM-A and B are 
putting up a slightly braver front. 
"We don't perceive any threat to 
the pre-eminent position of the 
institute despite the confusion over 
appointment of directors," T 
Prakash G. Apte, Director, IIM-B 
Adds Bakul Dholakia, IIM-A's 
Director: *I think the experience 
of existing faculty and a strong 
board can also be leveraged inter- 
nally before drawing up a final 
list." Finally, of course, a head- 
strong master will have his way. 
RAHUL SACHITANAND AND 
RITWIK MUKHERJEE 


quisition of Creditek Corporation, a 
leader in Order-to-Cash Cycle and 
Enterprise Receivables Management, 
based in Parsippany, New Jersey. 
Then in 2006, Genpact announced 
its plans to acquire US-based 
MoneyLine Lending Services, a spe- 
cialised provider of end-to-end mort- 
gage origination and fulfilment serv- 
ices. The IPO gives it a potent cur- 
rency (its stock) to do some big- 
ticket buyouts. “It’s time now to 
build our depth and expertise, (since) 
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f conventional 

enterprise solutions 
are agile, 
then elephants 


can dance. 


Conventional enterprise solutions, 
like elephants, are not famous for 
their agility. These elaborate and rigid 
systems cannot easily respond to 
changes in your business. 
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we have lost deals that we would not 
have liked to," Pramod Bhasin, CEO, 
Genpact, told BT some weeks ago. 
Adds Mohit Rana, Principal, AT 
Kearney: “Most of the large clients 
look for multi-delivery locations 
from their vendors for reasons rang- 
ing from the nature of work or lan- 
guage or to just hedge their risks.” 

Genpact’s man of the moment, 
Bhasin is clear what Genpact’s Act 
Two would mean. “We will stay 
focussed on strategic customers and 
continue to expand in the existing 
domains. It’s like expanding an ex- 
isting area of work,” he told Br. 
The BPO has focussed on segments 
such as finance and accounting, 
sales and marketing analytics, cus- 
tomer services, financial services 
collections, supply chain and infor- 
mation technology. “We don’t want 
a massive number of customers but 
just work with the key ones and 
concentrate on process excellence,” 
Bhasin had told BT. 

Genpact is not the only BPO to 
look at the acquisition route to ac- 
quire scale and capabilities. WNS is 
another one. In the last four years, 
it has made five acquisitions and 
three of those have been abroad— 
Town & Country Assistance, a UK- 
based insurance claims management 
company (in 2002), Arizona-based 
mortgage BPO firm Trinity partners 
(in 2005) and business assets of 
Utah based PRG-Schultz International 
(in 2006). WNs is also planning to 
expand to Eastern Europe and Latin 
America. Points out Rana: “Most of 
the big vendors like Accenture and 
IBM have delivery centres around 
the globe for both onshore and off- 
shore assignments. And as India 
also becomes a higher cost desti- 
nation, it makes sense for the BPOs 
here to build a presence in markets 
like China, the Philippines and 
Eastern Europe." 

No doubt, the IPO is a step in 
that direction. 

RISHI JOSHI AND 
AMIT MUKHERJEE 


54 BUSINESS TODAY AUGUST 12 


2007 





Hill Kingdom 
Calling 


Bhutan, of all places, is 
wooing Indian BPOs. 


S A SENIOR EXECUTIVE IN THE 

fast-growing BPO industry, Rajat 
Ohri is used to receiving phone 
calls from the oddest of places and 
times and has even altered his work- 
ing schedule to keep up with this 
unusual schedule. However, in mid- 
Janurary this year, Ohri, a BPO in- 
dustry veteran of seven years, was 
taken aback when he got a call from 
the Bhutanese royal family to visit 
the landlocked hill kingdom and 
set up its first call centre. *They 
were worried about spiraling un- 
employment (in double digits and 
rising) and thought that the BPO in- 
dustry would help them generate 
hundreds of jobs required to curtail 
figure to well below 10 per cent," 
says Ohri. The result: Drukonnet 
Business Services, Bhutan's first BPO 
facility, set up with a $7 million in- 
vestment (primarily from the royal 
family) and a capacity of 500 seats. 
While Ohri is currently training 
600 people at the centre in Thimpu, 
Bhutan's quaint capital, he says the 
centre will go live in September this 
year, servicing Fortune 500 cus- 
tomers in the telecoms and financial 
services markets. 

“Bhutan doesn't have a legacy in 
BPO like India or the Philippines 
but at the same time it doesn't have 
any of the attendant problems," 
says Ohri, Drukonnet's Chief 
Executive. "Infrastructure issues are 
minimal, attrition is non-existent." 
Without revealing customer names, 
he says that the centre will under- 
take low-level (L1 in industry-speak) 
customer support and back office 
processing tasks at this first 88,000 
sq. ft centre, before expanding its 
presence in three other locations 
across the country. “We have pre- 
signed $30 million in deals with 
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Drukonnet's Ohri: New venture 


American customers and eventu- 
ally hope to have 2,000 seats and 
10,000 people across our facilities in 
Bhutan," says Ohri. According to 
him, there are around 300 
Bhutanese people employed in fa- 
cilities across India and Drukonnet 
has attracted a significant number of 
them back home to lend some ex- 
perience to Drukonnet’s operations. 
“English is the language of com- 
munication in Bhutan and our focus 
will be on polishing accents and 
getting employees used to the work 
culture in a call centre," Ohri says. 
A country of around 750,000 
(roughly the population of San 
Francisco), Bhutan's primary in- 
dustry is agriculture and has only re- 
cently begun to open up to the rest 
of the world. Although the country 
is currently transitioning into a 
democracy, Drukonnet's backing 
has come from the royal palace, 
with Princess Ashi Pema Lhadon 
Pem Pem Wangchuck, the King's 
sister, being the Patron-in-Chief of 
the company. While Ohri has 
previously started BPO initiatives 
from the ground-up for the likes 
of United Telecom and Khoday's, 
he says it took a while for the 
Bhutanese to convince him of this 
venture's viability. *I thought over 
this long and hard for a month and 
checked with several people before 
taking the plunge," he says. Will 
others follow suit? Yes, if the 

Princess can help. 
RAHUL SACHITANAND 
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Still Lost in 
Transition 


Avesthagen's diversifica- 
tions are not yet winners. 


OR A COMPANY THAT STARTED 
Fz a five-person initiative from a 
university campus a decade ago, 
Bangalore-based Avestha Gengraine 
Technologies (Avesthagen), a 
biotechnology and bioinformatics 
company, has charted an aggres- 
sive inorganic growth strategy. Over 


the last three years, the company has 
bought its way into a diverse set of 
markets, including high-yield seeds 
and breakfast cereals and most re- 
cently dietary supplements with its 
$11-million deal for Renaissance 
Herbs. While the latest deal would 
boost Avesthagen’s presence in the 
bio-nutritional market, it hasn’t 
been shy of spending heavily to en- 
ter other high-growth segments as 
well. The company has expanded its 
focus from agri-biotech to four dis- 
tinct business units (biopharma- 
ceuticals, biotherepeutics, food for 
medicine and agri-biotech). And 


What’s on His Mind? 


Will the India partner for Renault's small car not be M&M? 


T'S HARD TO SAY, BUT IF RENAULT'S 

global CEO Carlos Ghosn isn’t 
the one to waver, then perhaps 
not. For, in the past Ghosn, who's 
also the President & CEO of Nissan 
Motors, has described Mahindra 
& Mahindra (M&M) as a “natural 
ally” for any small car (sub $3,000) 
that Renault may launch in India. 
The French car maker already 
with M&M in India. So, how did 
Bajaj Auto’s name pop up last fort- 
night as a potential Renault partner 


for the small car? Blame it partly 


on a newspaper report and partly 
on the goings-on at Bajaj Auto. 
Over its tumultuous past 
decade, one division has consis- 
tently churned out profits—three- 
wheelers. But with competition 
from ultra-light, four-wheel com- 
mercial vehicles from Tata Motors 
and now Piaggio (and the poten- 
tial threat of tighter emission 
norms), Bajaj Auto is making a 
foray into four-wheel commer- 
cial vehicles by 2008. There has 
also been speculation that Bajaj 
may just be tempted to go pas- 
senger as well with its four- 
wheeler. Indeed, the company’s 
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Renault’s Ghosn: New track 


MD, Rajiv Bajaj, hinted that they 
might showcase a “light, four- 
wheel passenger vehicle” concept 
at the forthcoming Auto Expo in 
New Delhi in January. 

Neither Bajaj nor M&M would 
comment on the issue, but 
Renault confirmed its intentions 
to develop such a vehicle, but 
stated that it had not taken a de- 
cision on ‘the distribution’ (read: 
local production) of such a vehi- 
cle. Any which way, it is unlikely 
that the ‘Flying B’ (Bajaj logo) 
will ever be seen on a four- 
wheeler, because Rajiv Bajaj did 
also state that the company will 
re-brand its commercial vehicle 
line, and any four-wheeler will 
wear a different logo altogether. 

KUSHAN MITRA 


GIREESH G.V 








Avesthagen's Dr Patell: Growth game 


with the help of half-a-dozen joint 
ventures with the likes of 
bioMérieux of France for the co-de- 
velopment of diagnostic chips for 
tuberculosis, Cipla, Nestle Nutrition 
and Limagrain, Avesthagen has 
ramped up its headcount to more 
than 500 across the country. 

But critics of its founder Dr 
Villoo Morawala Patell, a PhD in 
plant molecular biology from 
University of Louis Pasteur, 
Strasbourg, France, contend that 
none of her new spin-offs has turned 
profitable. *Avesthagen started with 
a strong research focus in agri- 
biotech but seems to have run into 
an identity crisis recently and will 
struggle to convince the market that 
these deals are interconnected,” says 
a Bangalore-based venture capitalist 
with investments in biotech and 
pharma. According to some esti- 
mates, Avesthagen has raised around 
$50 million in vc funding from the 
likes of cic! Venture, New York 
Life Investment Management and 
old industrial houses such as the 
Tatas and the Godrejs, and has spent 
the money on buying companies 
and expanding R&D and manufac- 
turing presence outside its HQ in 
Bangalore. While Patell couldn't be 
reached for comment despite re- 
peated attempts, she had earlier told 
the media that, “with growing global 
market demand, a robust pipeline of 
products backed by the best 
practices in R&D, Avesthagen is 
poised for significant growth." 

Despite this bravado, Patell, who 
launched Avesthagen in 1998, has 
struggled to grow the business. 
Revenue for the recently concluded 
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financial year was around $8 million 
(Rs 32.8 crore), but the firm has 
reportedly not broken even on any 
of her enterprises. To bring some 
order to the business, Patell has de- 
cided to treat each of her business 
units on a stand-alone basis and ap- 
point CEOs for each of them to drive 
growth. Meanwhile, Patell is lay- 
ing the foundation for a $100-mil- 
lion (Rs 410 crore) IPO, an idea 
which was first floated as far back as 
2004, but is likely to happen some- 
time next year, to coincide with 
the commercial launch of its bio-nu- 
tritional and bio-pharmaceutical 
products. The timing of the Ipo 
makes sense. But will investors bite? 

RAHUL SACHITANAND 





Clean Cut 
from the Past 


With enzymes sold off, Biocon 
goes pure bio-pharma. 


NLIKE THE OTHER BIOTECH 
on the previous 
page, Kiran Mazumdar-Shaw's jour- 
ney did not begin with pure biotech 
at all. In fact, when she launched 
Biocon nearly three decades ago, 
among the first products her start-up 
churned out was an enzyme from 
papaya for tenderising meat and 
collagen from tropical fish that helps 
in fermentation of beer. Therefore, 
on June 18 when the Bangalore- 
based biotech major announced that 
it was selling off its enzymes business 
to Danish firm Novozymes for $115 
million (Rs 471.5 crore), 
Mazumdar-Shaw must have felt a 
bit nostalgic. After all, it was 
enzymes that allowed Biocon to 
diversify into biotechnology and 
rack up Rs 863 crore in revenue 
and Rs 158 crore in bottom line 
last financial year. 

But as the lady, often called 
India's Biotech Baroness, knows 


only too well, businesses don't run 
on emotions. Over the years, 
enzymes (which include stuff like in- 
dustrial enzymes, food additives 
and processing aids) have become 
less and less significant in Biocon's 
scheme of things. From close to 90 
per cent in the early 90s, enzymes' 
share in the topline had dropped to 
11 per cent last year. In fact, while 
Biocon grew 23 per cent in the first 
quarter of 2007-08, the enzymes 
business shrunk 5 per cent to fetch 
just Rs 21 crore. What's eating the 
enzymes business? Globally, the in- 
dustry is estimated to be worth $3.4 
billion and Rs 250 crore in India, 
but competition is intense and profit 
margins wafer thin. Since Biocon 
does not break up profit figures 
business-wise, it's hard to tell how 
much the enzymes division earned, 
but it is safe to assume that it was 
low enough to prompt the divi- 
sion's sale. 

Mazumdar-Shaw says the de- 
cision was both difficult and easy. 
"This allows us to concentrate 
completely on bio-pharma. Besides, 
the valuation was good and we 
decided to sell it," she says. The 
Danish firm will pay $97 million 
upfront and $5 million on meeting 
certain targets, while an additional 
$13 million will be paid in service 
fees and lease payments over a 10- 
year period. Biocon will put some 
of the money into R&D and some 
for acquisitions. 

In its update following the first 
quarter results of Biocon, brokerage 
firm Merrill Lynch declared that 
the sale of the enzyme business was 
a positive move and was a lucrative 
deal given that the firm got 4.8x 
valuation. *The interim profit im- 
pact will be more than offset by 
income from the proceeds," the 
report noted. 

Biocon's exit from the low mar- 
gin and low growth enzyme business 
is expected to allow the company to 
focus on its bio-pharma business as 
well as contract research and 
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Biocon’s Shaw: Sharper focus 


clinical trials operations under 
Syngene and Clinigene, respectively. 

Mazumdar-Shaw has been 
pointing out that the investments 
made by the company, in both on- 
cological and diabetic care-related 
drugs, have started to pay off. “We 
are already seeing tremendous trac- 
tion in the insulin business and we 
expect further progress during the 
course of the year,” she says. 

On June 19 the company an- 
nounced that it had entered into an 
agreement with Abraxis Bioscience, 
wherein it will license the right to de- 
velop a bio-similar version of a drug 
that will help bone marrow pro- 
duce more white blood cells. Says 
Mazumdar-Shaw: “Such licensing 
arrangements give us good income as 
we get upfront licensing fee as well 
as royalties over a period of time." 

The company has also filed for 
an Invesitigational Medical prod- 
uct Dossier for oral insulin, which is 
a keenly awaited drug. But first it 
must clear trials. 

With the cash in its kitty, Biocon 
will target selective, niche acquisi- 
tions. “Yes, we will look at acquisi- 
tions provided it can add value to 
our existing business or help us into 
new markets. However, the price 
and cultural fit have to be right,” 
says Mazumdar-Shaw. 

VENKATESHA BABU 
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Toons in 
Tinsel Town 


Cartoon Network goes 
to Bollywood. 


ROM THE SMALL SCREEN TO THE 
F sitver one is just a hop, skip and 
jump away. Cartoon Network, a 
part of Turner International, is 
stretching its wings from television 
to Hindi films. Its global licensing 
and merchandising company, 
Cartoon Network Enterprises (CNE), 
has tied up with two films to dev- 
elop specific merchandise as well 
as for in-film placements. One is a 
children’s flick called Bhoothnath, a 
BR Films production starring 
Amitabh Bachchan, Shah Rukh 
Khan, and Juhi Chawla; the other is 
ostensibly a futuristic sci-fi film cur- 
iously called Love Story 2050, a 
Harry Baweja and Adlabs Films 
production starring Harman Baweja 
and Priyanka Chopra. This is the 
first of its kind tie-up for merchan- 
dise for any international media 
company with Bollywood movies, 
says Jiggy George, Executive 
Director, CNE, India and South Asia. 
“We wanted to see if CNE could do 
something which is not related to TV 
at all. Our first move on this front in 
India was with Hollywood film 
Spiderman-3, by partnering with 
Marvel for merchandise. As 
Bollywood gets more professional 
and organised, producers are also 
looking at monetising content in 
every which way. That's how 
Bhoothnath and Love Story 2050 
happened for us," adds George. 

CNE's involvement will be right 
from making creatives for the film 
to building products around it. For 
Bhoothnath, for instance, CNE will 
launch toys—which will be emb- 
edded into the movie—stationery, 
home furnishings and publishing 
like colour books and note books, to 
name a few. In Love Story 2050, 
CNE will create futuristic toys such as 
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robots, stationery, home furnish- 
ing, story books, note books and 
PC games. 

“We will then use the footage 
from the movie as promotion tabs to 
promote the film and the products 
across television channels before the 
release of the film,” says George. 
CNE will operate as an agent and is 
estimated to pocket a 50 per cent 
commission on the sale of products. 

CNE started off initially as a pro- 


to provide a complete lifestyle brand 
experience. Through CNE, Turner 
International India is setting up two 
theme parks in Delhi, Cartoon 
Network Townsville in Noida and 
Planet POGO in Rohini, in partner- 
ship with International Recreation 
Parks Private Limited (IRPPL) and 
Unitech Amusement Parks Limited 
(UAPL). The total investment for the 
two parks is Rs 550 crore, to be 
equally shared by the three part- 





CNE's George: Bringing cartoons to the silver screen 


motion licensing company globally 
six years ago but launched consumer 
products only in 2005. Today, in 
India, CNE has nine properties and 
over 2,000 products that are available 
across 2,500 retail outlets nation- 
wide. According to George, the CNE 
division has been growing at 50 per 
cent annually and contributes 12 per 
cent to Turner India’s revenues. 
Going forward, CNE has plans to 
launch its own stores in India, alt- 
hough they won’t roll out immedi- 
ately. “As of now, we want to do lit- 
tle corners in large stores. We want 
to see how this picks up and trans- 
lates into gains before we launch 
our own full-fledged stores,” he says. 
Meantime, Turner International 
India plans to take Cartoon 
Network and POGO beyond the 
realm of television and extend it 


ners. While Planet POGO is scheduled 
to open to public by end 2007, the 
gates of Cartoon Network 
Townsville are slated to open 
by 2008. 

ANUSHA SUBRAMANIAN 


Branding 
Biotech 


Genome Valley becomes 
Andhra’s intellectual property. 
ALL IT AN ATTEMPT TO ATTRACT 
foreign direct investments and 
big global investors or an exercise in 
branding to gain visibility. The 
Andhra government has in its 
pocket a trademark for Genome 


ERIT. 


IWYMSOD HSAWN 


A shopping spree that spares noone! 


- 
a S 


it the ordinary Malayali or Mahabali, the mythological ruler, 

one is spared when it comes to the Onam shopping extravaganza M | | e M 

member, this year Onam falls on 27 August. And the shopping season ü aya ü — : anorama 
rs Kerala better 


nmences many weeks in advance Nobody delive 





FACTORY PRICE 
STORE 


ง 725 ชา >* ๑ ก ก ณะ 
- e ซ่ + 
` 


mi^ = t 


“Will LITT 
S a “แสม ฝน แม ล ah 


pe UM Ta ป ว == l 


B. 2 





New Corporate Office: Liberty Shoes Ltd., 2nd Floor, Building No.8, Tower-B, DLF Cyber Citi, Phase-Il, Gurgaon-122 002, ^ 


A movement 


called Liberty 





ย 
| 


\ movement 
hat covers 
very kind 
)[ lootwear 
Ore. 


atever be the footwear store you're looking for, you'll find it 
e. For the budget conscious footwear buyer there are the 
ctory Price Stores". Those seeking the maximum choice in brands 
rout wanting to go overboard on price will find the mega-format 








oe Factory” Stores just the place they want to be. The ones who 
c variety will find what they are looking for in the multi-brand 
ets known as *Shoe Stations". The quality-driven seeking an 
usive shopping experience will discover true value in 
»erty Exclusive Showrooms”. The luxury-minded will feel totally 
home when they find themselves amongst the finest in global 
wear brands at the “Pairs” Showrooms. And those wanting to make 
> statements with their footwear will relish the experience of being 
he fashion hubs also known as “Revolutions Concept Stores”. 


^us at Liberty it is a continuous 


forcing of our being about people 
' reassuring consumers that the 
"d is “Aaj ka style wave.” 





‘LIBERTY 


2 0124-4616 200. Fax: 0124-4616 222. mail@liberty.in www.liberty.in 


Manian. nan. AT 


— 


| me 
Kf GENOME Biotech Hub 
| mnn VALLEY 


Valley, a notified area near 
Hyderabad that houses biotech rel- 
ated companies and institutions, 
and that is meant to promote such 
activities. 

Genome Valley has just been 
issued a registration certificate for 
the certification mark (Intellectual 
Property Rights) by the United 
States Patent & Trademark Office 
(USPTO), headquartered in Virginia, 
Alexandria, Us. It had also been 
granted a community trademark 
(Intellectual Property Rights) in the 
European Union in 2005. The state 
industries and commerce depart- 
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ment is now the autho- 


| rised user of the certification mark. 
This, local officials say, is a major 


milestone for the state government 
to promote Genome Valley in the us 
and Europe. 

Genome Valley, spread over 


| 600 sq. km, has so far (in the last 


three years) attracted committed 
investments to the tune of Rs 1,000 
crore. The figure excludes stand- 
alone investments by local compa- 


| nies in the region. In all, there are 





around 100 companies operating 


| in this region other than a natural 


cluster for biotech research, training, 
collaboration and manufacturing 
facilities. *Over the next five years, 


| we expect to see additional invest- 


ments to the tune of Rs 1,500 crore 
in this region," says Raveen K. 
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Reddy, Additional Secretary 
(Industries and Commerce) and 
Director (Biotechnology), govern- 
ment of Andhra Pradesh. So far, 
some of the major foreign compa- 
nies that have committed invest- 
ments in Genome Valley include 
DuPont, Albany Molecular and 
Nektar Therapeutics. DuPont, for 
instance, plans to invest Rs 300- 
500 crore. State officials expect ma- 
jors like Novartis to also invest to 

the tune of Rs 300 crore here. 
Then there's the proposed 
Institute for Translational Research 
(ITR), billed as the second such re- 
search centre in the world to focus 
on areas of biological research like 
cell biology, developmental biol- 
ogy, stem cell biology and cancer bi- 
ology. For this, the Planning 
Commission has accorded in- 
principle approval to the Council of 
Scientific and Industrial Research 
(CSIR) to set up this world-class trans- 
lational research centre along with 
a dedicated medical school and hos- 
pital. The csiR has entrusted the 
Centre for Cellular and Molecular 
Biology to set up the ITR with an es- 
timated budget of Rs 1,000 crore 
over five years starting from 2007- 
08; the initial outlay in the 11th 
Five-Year Plan will be Rs 300 crore. 
E. KUMAR SHARMA 
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Lan 
of Plenty 


A Swiss-German combine 
that's hot on Indian realty. 


HY WOULD A GERMAN AND A 

Swiss financial services firm 
come together to invest in Indian 
real estate? Jay Oberai, Managing 
Director of the Switzerland-based 
Synergy Asset Management, has a 
ready answer. “Real estate in the 
developed world is generating less 
than 5-6 per cent (net of taxes), 
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with even a risk of capital loss. 
Given this background, a 15 per 
cent return (net of fees and taxes) is 
attractive for our investors,” he 
says. Synergy’s partner is the 
Germany-headquartered MP¢ 
Capital AG, and the two have 
formed a joint venture called Mpc 
Synergy Real Estate AG. Adds Ulrich 
Oldehaver, Board Member, Mix 


the Anil Nanda group's Akme 
Projects. MPC Synergy is also inter- 
ested in the retail and hospitality 
sectors and is looking at invest- 
ments of $400 million (Rs 1,640 
crore) in each. It is in talks with 
two operators each for each sec- 
tor. "We are not desperate to spend 
money; we are unlike other funds, 
which raise funds before firming 





MPC's Schroeder (left) and Oldehaver (second from left): Destination India 


Capital: *We rely on stable double- 
digit internal rates of return (IRR)." 

With a potential kitty of over 
$1 billion (Rs 4,100 crore), Mix 
Synergy believes in keeping the proj- 
ect pipeline ready ahead of the fund- 
raising. Initially, proprietary equity 
investments will be made on the 
back of credit lines available to Mix 
Capital in a series of close-ended 
funds. Once there is a clear project 
pipeline in a particular fund, it will 
be syndicated to the European retail 
investors. MPC Synergy's first fund 
will likely soak up around $200 
million or Rs 820 crore ($65-80 
million or Rs 266.5-328 crore as eq- 
uity alone) in three residential proj- 
ects in Bangalore, Mohali and 
Ludhiana. These projects will be 
executed in a joint venture with 


up projects and then rush to invest 
as the IRR clock starts ticking," says 
Axel Schroeder, Chief Executive 
Officer, MPC Capital. 

The real estate investments may 
only be a precursor to more invest- 
ments in the areas of expertise of the 
|V partners. Synergy, for instance, 
has asset management business, 
whilst MPC offers ship investments, 
life insurance funds and other struc- 
tured products. ^Once we build our 
name in real estate, we will look 
at other areas for investment such as 
infrastructure," says Schroeder. 
Financial services could be an area 
of expansion, but that is clearly a 
long-term step. In the intermezzo, 
real estate returns will occupy cen- 
tre stage. 
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Ogilvy's New Offspring 


It opens job options, ee oon 


N 2000, THE OGILVY GROUP 
started RMG David as its second 
agency. It rechristened it to Brand 
David five years later. In February 
this year, Ogilvy merged it into 
group agency Bates. The expla- 
nation for the merger went some- 
thing like this: Since both Bates 
and Brand David were creative 
hot-shops created for the Asian 
market, it didn’t make sense to 
have two of them floating around. 
But that craving for a second 
agency never went away. Which is 
why recently, the Ogilvy Group 
announced the arrival of a new 
“sister concern,” called Meridian 
Communications; the Group had 
it registered several years ago. 
Unlike Bates and Brand David, 
Meridian has been created specif- 
ically for the Indian market, and 
will not be foraying into other 
countries. As of now. Rensil 
D'silva, Ogilvy’s hotshot Creative 
Director—who incidentally also 
wrote the script and screenplay 
for Bollywood blockbuster Rang 
De Basanti—has been anointed 
Executive Creative Director of 
Meridian. Kumar Subramaniam, 
former President of Brand David, 





Second Wind 


Do flanking channels translate 
into more viewership? 


VEN AS PRODUCTION HOUSE UTV 
Eo the plunge into the broad- 
casting space by announcing the 
launch of a Hindi general enter- 
tainment channel (GEC) called 
Bindass TV, a clutch of broadcasters, 
including Sahara One and Zee 
Entertainment Enterprises Ltd (ZEEL), 
is preparing to add a second GEC to 
their bouquets before the year-end. 
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Ogilvy's Pandey: Creating more space 


will play the same role at 
Meridian. Says Piyush Pandey, 
Chairman and National Creative 
Director, Ogilvy & Mather India: 
“Tm tired of exporting Ogilvy em- 
ployees to our offices in other 
countries. I think it's time I create 
more space and opportunities for 
them here." Meridian already 
boasts an admirable roster of 
clients, including Radio City, 
Arvind Mills, Levi Strauss India, 
and INX Media. Nobody’s saying it 
loud and clear, but Meridian could 
turn out to be the perfect vehicle 
for the Ogilvy Group to take on 
conflicting business. 

DEEPTI KHANNA BOSE 


ZEEL will launch Zee Next targeted 
primarily at the youth (in the 15-25 
age group). Sahara's second GEC 
will have the entire gamut of origi- 
nal novellas, sitcoms, adventure 
shows and world cinema—all 
dubbed in Hindi. The target audi- 
ence for Sahara? Women. Says 
Seemanto Roy, Head (Enter- 
tainment Business), Sahara: “ไท our 
quest for growth, we have been ex- 
ploring the world of programming 
opportunities. The dubbed rendi- 
tions of Hollywood blockbusters 
in India have been phenomenally 
successful. A natural progression of 


this trend in television is inevitable. 
We believe that telenovelas with 
their borderless quality and univer- 
sal appeal would find ready ac- 
ceptance among Indian viewers." 

To be sure, a second GEC isn't a 
new phenomenon. In late-2004, 
STAR TV launched sTAR One, osten- 
sibly a flanking channel to sTAR 
Plus. And Sony Entertainment 
Television (SET) India acquired sAB 
TV from Sri Adhikari Brothers a 
few months later, which was repo- 
sitioned as Sony's second Hindi 
GEC. “While SAB Tv already has some 
fiction programming on air, the 
channel is also planning to bring 
international big format shows 
dubbed in Hindi,” says N.P. Singh, 
COO, SET India. 

Media analysts point out that 
such flanking channels address 
newer audience segments. They will 
also help broadcasters cash in on 
the pay TV market that’s opening up. 
According to a report by SSKI, it is 
estimated that pay revenues will 
move up from Rs 1,600 crore in 
2006 to Rs 8,300 crore by 2010. 
The share of pay in the total pie is 
expected to move up to 43 per cent 
by 2010 (from 15 per cent cur- 
rently), and large bouquets and 
niche broadcasters (sports, movies, 
lifestyle) are expected to garner 
higher revenues from this stream. 
Says Atul Phadnis, the chief evan- 
gelist & CEO of Media e2e, a Media 
Research firm: “The launch of a 
second GEC is part and parcel of a 
large heterogeneous and maturing 
market. It makes sense in segment- 
ing the entertainment space.” Adds 
Ajay Vidyasagar, President (Content 
and New Media), sTAR India: “A 
second GEC makes business sense if 
one is confident of identifying a 
unique need and satisfying it well 
and profitably.” The subdued ratings 
of channels like STAR One and SAB 
may well indicate that these sec- 
ond GECs haven't been able to either 
identify or fulfil such needs. 

ANUSHA SUBRAMANIAN 
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While entering the 
private hydropower sector, 
we had little support. 
But we had great faith. 


It was the 90s. Private players had still not ventured into the country's 
hydropower sector and it was easy to see why. Guidelines were not in 
place and power purchase agreements were yet to evolve. Banks and 
institutions were trying to cope with the challenges of reforms. Fired with 
the passion to fuel India's development, the 300 MW BASPA-II became an 
example of what a group of iron-willed people could achieve. Commissioned 
in May 2003, it was its time's largest hydropower station in the private 
sector. Three years on, we bettered our own standards with the 400 MW 
Vishnu Prayag Hydroelectric Project, commissioned six months ahead of 
time. Today, with our own 700 MW generation capacity in operation, we 
are slated to cross 3000 MW by 2012. 


For over three decades now, the Jaypee Group has been turning 
convention inside out. With youthful enthusiasm and courage, we've gone 
where few have ventured. We have explored possibilities where none 
existed. And while doing so, we've established benchmarks for others 
to follow. 


No wonder then, you'll find shining examples of our resilience not just 
in hydropower but in many other areas. In cement, we have the Rewa 
factory, which defying convention, was set up in a place with no rail head. 
In construction, it is clearly the Tehri dam, which is Asia's highest rock fill 
dam. With an objective to provide affordable quality education to the 
masses, we have established three universities, one every year, between 
2001 and 2004. 


It is our dream of a brighter India that gives us the 
courage to brave the odds, and to emerge successful. It's 
no small dream. But then, it's not too big either. 
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— NO DREAM TOO BIG — — 


cts in 10th 5-year plan * Largest operating hydropower station in private sector (400 MW Vishnuprayag) 
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Positioned as instruments that are safe (safer than venturing on 
one's own into equities) and that promise attractive returns 

(more attractive than bank deposits), mutual funds are supposed 

to be the retail investor's best bet. Why is it then that 85-90 per cent 
of the assets managed by Indian funds are those of institutions and 
high net worth individuals? manesH NAYAK 
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Unwala prefers investing directly in equities rather than taking the mutual funds route. 


“The known devil is safer than the unknown one,” he quips. "Unlike a mutual tund, 
my broker gives me personalised service at a lower cost. Unwala has an equities 
portfolio worth Rs 10 lakh, half of it in a portfolio management scheme. 


Yusuf Unwala | 56, retired bank employee 


ETIRED AND A FATHER OF TWO, 56-YEAR-OLD 
Yusuf Unwala doesn’t quite fit the stereotype 
of a swaggering investor strutting his ample 
stuff on an upbeat Dalal Street. Yet Unwala 
is just one of the teeming millions who be- 
lieve in the power of equity. The ex-banker prefers to 
buy and sell shares directly in the market, via a broker— 
an investment gambit that investment planners would 
slot higher up on the risk scale, given Unwala’s profile. 
Mutual funds would seem a safer bet for Unwala, 
who’s been active in the Indian markets for the past 15 
years. But singed fingers notwithstanding, courtesy a 
couple of securities scandals along the way, Unwala 
prefers to offload his savings to a broker rather than mu- 
tual funds (a few months ago his daughter too began in- 
vesting directly in the share market). “The known 
devil is better than the unknown devil,” quips Unwala. 
“The trust and faith built over years with one individ- 
ual can’t be taken away in a day. Unlike a mutual 
fund, my broker gives me personalised service at a 
cheaper cost. Also, the purpose of investing in equities 
is to multiply your savings faster and not just beating a 
benchmark.” Unwala has a portfolio worth Rs 10 
lakh, half of which is in a portfolio management 
scheme (PMS) with the Mumbai-based Angel Broking. 

Unwala is clearly not a great advertisement for 
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India's 30 mutual fund houses (and their 756 schemes), 
but then this isn't an isolated individual who trusts his 
friendly-neighbourhood broker more than a fund 
house, and who is enamoured of the chunkier returns 
that the *known devil" delivers. Across the length 
and breadth of the country, the bulk of the estimated 
20 million investors appear to be reposing more faith 
in investment alternatives other than MF schemes; 
these include plain vanilla bank deposits, or insurance 
products or, like Unwala, buying into stocks (either in 
the cash market or via derivative instruments, either on- 
line or offline). 

Indeed, mutual fund penetration as a percentage of 
household savings is a meager 3 per cent in India, as 
compared to 16 per cent in the West. Says Pankaj 
Shah, Regional Head-South Mumbai, Angel Broking: 
“We give the right advice backed by research, we are 
available 24X7, and best of all we make money for the 
client—which is why their faith has been restored in 
brokers like us." 

On the surface, mutual fund (MF) clients too, it 
would appear, have plenty of faith in this Rs 4 trillion 
(Rs 4 lakh crore) industry. Proof of that loyalty lies in 
the numbers themselves, what with the assets under 
management (AUM) of Mrs doubling in the past 18 
months. Most of those Mr clients are corporates. 
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Consider the numbers: Of the 
total industry AUM, as on March 
31, 2007, of Rs 3,28,745 crore, 
only 42 per cent was individ- 
ual money. Compare this pic- 
ture to the Us scenario, where 87 
per cent of the total assets man- 
aged by us fund managers is in- 
dividual money. It doesn't end 
there: Of this ‘individual’ stash, 
only 23.6 per cent is retail 
money, the rest being funds 
from high-net worth individuals 
(the Securities & Exchange 
Board of India—the guardian 
of the small investor—defines 
a retail investor as one with an 
investible surplus not exceed- 
ing Rs 1 lakh). Avers 
Krishnamurthy Vijayan, whole- 
ume Director & CEO, JP Morgan 
AMC: “Retail money would be 
around 10-15 per cent of the 
industry's AUM.” 

The upshot: The mutual 
fund industry, which ostensibly 
exists to multiply the small in- 
vestor’s hard-earned money, has 
been hijacked by Corporate 
India. Another way to look at 
the lopsided picture is that the 
MFs just aren’t trying hard 
enough to woo the retail Joe. 

That may be why M. 
Damodaran, Chairman of the 
investor watchdog, SEBI, chose to 
rap fund managers on their 
knuckles at a recent funds sum- 
mit organised by the 
Contederation of Indian Industry 
(cn). “The MF industry seems to 
be prematurely patting itself on 
the back,” thundered 
Damodaran. “The question is: 
‘who has made what sort of 
growth?’ The numbers provoke 
more questions than provide an- 
swers.” Pointing out that liquid 
funds were “not the only way to 
grow," the sEBI Chairman added 
that "the large investments by 
corporate houses in MFs could 
generate conflict of interest and 
something more needs to be 
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“Large investments by corporate houses in 
mutual funds could generate conflict of in- 
terest, and something more needs to be 

done to get more types of money into MFs" 


M. Damodaran | Chairman, Sebi, 
at a recent Cll summit 
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done to get more types of money 
into mutual funds." 

So why is that most Indian 
retail investors in the country 
are fund-averse, either prefer- 
ring to let their money gather 
moss in bank vaults or—winging 
to the other extreme—coura- 
geous enough to grapple head-on 
with bulls and bears amidst pe- 
riodic bouts of stomach-churning 
volatility? Rachana Baid, 
Assistant Professor, Indian 
Institute of Capital Market, has 
an explanation for this phe- 
nomenon. “It’s more of a social 
problem. Unlike the West, the 
lack of social security in our 
country has seen mutual fund 
investment as the sixth or sev- 
enth layer of saving.” Forget the 
unorganised sector, even in the 
organised sector only 11-13 per 
cent of the working class will 
enjoy pension benefits after re- 
tirement. The rest will have to 
find ways to build assets post- 
retirement in an era in which 
many of them will go on to live 
up to 85-90 years. 

From the funds’ point of 
view, chasing corporate money 
gives them the obvious advantage 
of size. The larger the assets of a 
fund, the more likely it is to at- 
tract even more investors. Says 
Vikaas Sachdeva, Country Head- 
Business Development, ING MF: 
“Size matters and that’s the rea- 
son why everyone is chasing 
AUMS. Irrespective of a fund man- 
ager’s ability to generate returns, 
investors tend to invest in asset 
management companies (AMCs) 
with higher AUMs.” What is 
more, size assumes significance 
in an industry that’s still only 
14 years old, and is still seeing a 
steady stream of new entrants 
who are attempting to play 
catch-up (although uri was the 
first mutual fund to be flagged 
off in 1964, the private sector 
was allowed into asset manage- 


ment only in 1993). There's only 
one way to open the account. As 
Arindam Ghosh, Head of Asia 
Pacific, Mirae Asset Management, 
a Korean major in the process of set- 
ting up shop in India, says: “Our 
initial strategy will be to focus on 
high net-worth individuals (HNIs) 
and institutional money." Adds 


"Retail money would be around 
10-15 per cent of the mutual 
fund industry's assets under 


Nilesh Shah, Chief Investment 
Officer & Deputy Managing 
Director, Prudential ICICI AMC: 
“Relatively, we are still new as an in- 
dustry. It’s only in the last five years 
that a good market has helped us 
to build confidence and a comfort 
level amongst investors.” As of 2006, 
the Indian MF industry accounted 
for just 0.26 per cent of the total 
assets managed by mutual funds 
across the globe. 

One way to increase retail pene- 
tration is for funds to go up-country, 
and penetrate into smaller cities and 
towns. That’s something that every 
fund house worth its AUM is pro- 
fessing to be doing. But the num- 
bers just don’t tell the story (see The 
Metro Fixation). At the end of 2006, 
81 per cent of the industry’s AUM 
came from the top eight cities. If 
anything, the contribution of the 
top eight metros has only increased 
over time—in 2001 it was 78 per 
cent. Whilst a few funds like Reliance 
MF and SBI AMC have been making 
headway in tier II and tier III cities, 
there are those who wonder whether 
it’s worth all that effort when the big 
cities aren’t yet saturated. Asks ING 
MF’s Sachdeva: “When tier I cities 
themselves are untapped, why would 
someone want to make haste and 
spend resources in tapping uncharted 
territory? When the money that I can mobilise from one 
centre of suburban Mumbai is equivalent to the entire 
collection of Indore, why should I be in a hurry to 
enter such markets?” He adds that the youth in the met- 
ros working in sunrise industries like IT services and busi- 
ness process Outsourcing are an attractive target market 
that is waiting to be tapped. 

"It's a myth that retail investors aren't present in MFs; 
they are reasonable in number,” argues Shah of 
Prudential icici AMC. “However, there is no denying that 


management” 





Krishnamurthy Vijayan | Whole-time 
Director & CEO, JP Morgan AMC 








“Till corporate governance doesn't 
improve among individual mutual 
funds, the industry will not see 
accelerated growth" 


Sanjay Prakash | CEO, HSBC AMC 


their contribution to the total AUM is 
far low. And that’s because of their 
negligible participation in the fixed 
income side of the business,” he 
adds. As on March 31, 2007, 60-65 
per cent of the total AUM was ac- 
counted for by fixed income 
schemes whilst the rest was equity 
money. “The day mutual funds in 
their liquid funds are allowed 
cheque-writing facilities, we will see 
more bank deposits coming into 
mutual funds,” points out Shah. 

Another gripe of fund managers 
is the way the industry has been 
structured. The smallish capital re- 
quirement (Rs 10 crore) to start a 
fund, they feel, is growth restric- 
tive in the longer run. For instance, 
the lack of capital doesn't allow Mrs 
to invest in investor education. 
Instead they have to rely on distrib- 
utors to increase awareness and 
highlight investor dos and don’ts 
(such as the dangers of excessive 
portfolio churning, for example). 
Says Vijayan: “If the capital re- 
quirement is increased, and mutual 
funds are able to exercise control 
over distributors and agents, that 
will bring a sea change in the work- 
ing of the industry.” And although 
Sanjay Prakash, CEO, HSBC AMC, 
says: “Till the level of corporate 
governance doesn’t improve among 
individual mutual funds, the indus- 
try will not see accelerated growth,” 
MFs aren’t pleased with the inability 
of the regulators to keep a check on 
distributors. Vijayan hints at the in- 
troduction of a ‘tied agent’ concept 
(as is followed in the insurance sec- 
tor), whereby the fund will reward 
distributors based on the duration 
for which they’re able to hold a client in a fund. 
Insiders point out that industry body, the Association 
of Mutual Funds of India (AMFi), has set up a com- 
mittee to work on the tied agent concept, but nothing 
has come out of it yet. 

Clearly, the MF industry has plenty of soul-search- 
ing to do. If it is really serious about wooing the retail 
investor, it’s got to focus sharply on two fronts: 
Performance and products, areas where, most fund 
managers will agree, Indian MFs have yet to deliver. 
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SKIPS THE PARTY 


A dodgy mix of high-priced and dubious issues makes public offerings a less 
popular investment avenue for retail investors than before. MAHESH NAYAK 


A LOSS OF APPETITE 


Retail subscription levels to recent IPOs and 





FPOs are subdued. 

Company SUBSCRIPTION (NUMBER OF TIMES) 
DLF 0.9 4.93 0.92 
HDIL 1.31 8.56 1.46 
ICICI Bank 1 21.39 6.03 
Glory Polyfilms 1 NA 1.13 
Asahi Songwon Colors £ 0.36 3.85 0.42 
Binani Cement 14 1.32 0.27 
Hilton Metal Forging I 1.07 1.33 1.07 
Advanta India | 0.17 9.66 0.05 


Orbit Corporation 0.75 9.7 4.22 
Gremach Infrastructure) 0.54 1 04 4.98 


Page Industries 1069 | 227 0.19 
Abhishek Mills 1025 | 116 3.84 
Jagjanani Textiles 147 NA 147 
Indus Fila 062 | 119 3.52 


Source: Capitalmarket.com 
NA: not available IPO: Initial Public Offering 
FPO: Follow-on Public Offering 


INCE EARLY 2000 AMIT KSHIRSAGAR HAS BEEN 
attempting to invest in equities via initial pub- 
lic offerings (IPOs). But subscriptions haven't 
been easy to get, and the only success the 29- 
year-old employee with Tata Consultancy 
Services has to show for his efforts were the shares of 
Tata Teleservices (Maharashtra) that came his way 
when the company went public in 2000. It’s been vir- 
tually a dry patch since then, and the few IPOs in 
which he did get shares haven't been rewarding ade- 
quately. So some two years ago Kshirsagar took a de- 
cision to avoid the primary market like the plague. 
Reason? “It hasn't been working for me of late. First | 
wouldnt get my allotment because of the high over-sub- 
scription levels. Thereafter, I realised I wasn't getting ad- 
equate returns once the stock got listed. So I decide that 
rather than block my funds for 30-40 days, it would 
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"First | wouldn't get my allotment because of the high 
over-subscription levels. Thereafter, | realised | was- 
n't getting adequate returns once the stock got listed" 


Amit Kshirsagar | 29, Functional Consultant, TCS 


make more sense to invest that money in the secondary 
market." Sure enough, once Kshirsagar started doing 
that, he began generating returns that were more at- 
tractive than IPO listing gains. 

It's another matter that Kshirsagar has of late all but 
bailed out from the stock markets themselves. Equity as 
a component of his total savings today stands at just 10- 
|S per cent, from peak levels of 70-75 per cent a few 
years ago. (“The losses booked on my intra-day trades 
and the increasing volatility in a rising index have dis- 
couraged me from investing in the equity market," 
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he shrugs). Kshirsagar may 
be one of a select few who 
have cashed in their chips in 
the secondary market, but on 
the IPO front he clearly isn't 
the only one staying away 
from new issue paper. 
Aggressive pricing by issuers 
coupled with lower listing 
gains in a heated market have 
resulted in investors turning 
cautious. A few apparently 
high-priced issues, like those 
from DLF Universal and ICICI 
Bank, for instance, saw a 
muted retail response. And 
a quick glance through the 
past 40 issues that hit the pri- 
mary market since February 
2007 reveals that some 25 
per cent of them listed at a 
discount to the offer price 
(see First Day, No Show). 
The retail component (35 per 
cent of the entire issue) in a 
few cases was even under- 
subscribed, with the under- 
writers having to come to the 
rescue. The highest returns 
on listing were clocked by 
two telecom stocks, Idea 
Cellular and Spice Telecom, 
with gains of 21 per cent and 
23 per cent, respectively. 
That’s still a far cry from the 
days when issues like Sobha 
Developers and Tech 
Mahindra showed spectacular 
opening gains of 74 per cent 
and 44 per cent, respectively. 
The 56 issues that hit the pri- 
mary market in 2007 have 


recorded an average return of 15 per cent, as against an 
average return of 22 per cent from 83 issues in 2006. 

“Poor listing gains have been the main reason for re- 
tail to wither away from the market. Just one bad IPO 
is enough to result in a whole lot of investors disap- 
pearing from the primary market,” says Rajeev 
Mehrotra, Co-Head Investment Banking, Edelweiss 
Financial Services. Mehrotra feels that, at 15,500 lev- 
els, retail investors think their chances of losing money 


are greater than of gaining. 


Adds Amit Rathi, Mp, Anand Rathi Securities, a 
Mumbai-based broking firm: “Heated markets, ag- 
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FIRST DAY NO SHOW 


Listing gains have dwindled of late. 





Orbit Corporation 110 90 -18.18 
AMD Metplast 15 65.1 -13.2 
Jagjanani Textiles 25 22.4 -10.4 
Insecticides India 115 105 -8.7 
Evinix Accessories 120 110 . -8.33 
Abhishek Mills 100 94 -6 
Indus Fila 170 160 -5.88 
Page Industries 360 3419 ` -5.03 
Fortis Healthcare 108 105 -2.78 
Advanta India 640 640 0 
Astral Poly Technik 115 115 0 
Binani Cement 15 15 e 
Asahi Songwon Colors 90 93 333 
Glory Polyfilms 48 90 417 
Ankit Metal & Power 36 37.9 9.28 
Decolight Ceramics 54 57 556 
ICICI Bank 940 995 5.85 
Gremach Infrastructure 86 92 6.98 
Equipments & Projects 

Raj Television Network 257 275 7 
Hilton Metal Forging 70 75 7.14 
DLF 925 982  . 10.86 
Bharat Earth Movers 1075 1199 | 1153 
Nelcast 219 29205 _ 15.09 
Bhagwati Banquets & Hotels 40 4635 ` 15.88 
Celestial Labs 60 10 16.67 
Spice Communications 46 9.19 | 212 
Idea Cellular 15 924 232 


Source: Capitalmarket.com 


gressive pricing and uncert- 
ainty in sectors like real estate 
have been the reasons for 
the poor retail participation 
in the primary markets, of 
late." Orbit Corporation, a 
real estate stock, for instance, 
listed at an 18 per cent dis- 
count to the offer price. The 
Rs 9,200 crore DLF IPO too 
could be seen as a victim of 
the negative sentiment cloud- 
ing the property sector; the 
retail component of the IPO 
remained undersubscribed, 
at 0.9 times (the entire issue 
was oversubscribed 3.3 
times). As for aggressive pric- 
ing, analysts point to ICICI 
Bank's follow-on issue 
(priced at Rs 940 per share) 
as a perfect example; the ret- 
ail component just about got 
subscribed. 

It may take a while for 
retail to come back with a 
bang into the primary mar- 
ket. One thing is for sure: 
At an index of level of 
15,600, with the 30-share 
Sensex quoting at a price- 
earnings multiple of 23 
times, companies that are 
keen to attract retail investors 
will have to offer shares at a 
25-30 per cent discount to 
enable them to make decent 
gains on listing day. 
However, with 65 per cent 
of an IPO reserved for non-re- 
tail money bags, the ques- 
tion is: Are issuers really con- 


cerned about the small investor in the first place? 
Yet, in theory there's little doubt that iPOs are an 
ideal route for investors to take the dip into equities. As 
Nilesh Shah, Mp & CEO, Envision Capital, points out: 
"An IPO is a good option for investors looking to cre- 
ate a fortune. Watch out for the new leaders on the 
block. Today's wealth creators are those that tapped the 
market in the past; therefore, it is inevitable that 
tomorrow's leaders will emerge from players who are 


tapping the primary markets today. This provides in- 


2007 


vestors with a huge opportunity to create massive 
amounts of wealth for oneself." 
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STAY INSURED— 





AND INVESTED 





Investment plans that offer both protection and the promise of long-term 
returns are proving to be stiff competition for mutual funds. «ursi Nava 


AYUR KALE, A 31-YEAR-OLD ASSISTANT 
manager with HSBC Bank, has it all: 
Security, tax savings and the prospect of 
handsome returns, to boot. Kale has cho- 
sen life insurance as his avenue of invest- 
ment, over mutual funds or investing directly in equities 
through a broker. “I prefer insurance as it assures 
me of safety and at the same time gives me a tax ad- 
vantage on my investments,” says Kale who has 
half of his savings locked up in insurance products. 





THERE'S LIFE IN INSURANCE 
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Some 35 per cent of the rest is in fixed return in- 
struments and the remaining 15 per cent in the 
bank. “I don’t want my savings to be linked to the 
market, which is why I have invested in an insurance 
policy that will give me a fixed rate of return on ma- 
turity,” elaborates Kale. 

Clearly Kale is thinking long-term—of life after re- 
tirement and in case he pays up nature's debt before 
that, his family is entitled to a lump-sum payment. It's 
this twin benefit of returns plus security that's con- 
vincing millions of investors to opt for insurance 
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prefer insurance as it assures me of safety and 
at the same time gives me a tax advantage on my 
Investments 


Mayur Kale | 31, Assistant Manager, HSBC 


plans as an investment engine. That's reflected in the 
growing numbers. In the last four years, the assets un- 
der management (AUM) of the life insurance industry 
have grown by 114 per cent, from Rs 2.8 lakh crore in 


March 2004 to Rs 6 lakh crore in March 2007. The 
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MUTUAL FUNDS 
= 


equity portion of the total AUM has grown by 26 per 
cent to Rs 1.50.000 crore from Rs 1.190.00 crore in 
March 2006. And although financial planners will 
advise investors to balance their asset allocation to in- 
clude mutual funds and stocks, life Insurance players 
have their own views. Says Puneet Nanda, Chief 
Investment Officer, icici Prudential Life Insurance: 
"[nvestors are opting for insurance as we provide an as- 
sured sum with safety, stability and returns." “The per- 
ception that we (insurance) are safe managers and 
ensure the safety of investor money has seen investors 
lining up with us rather than going with mutual 
funds," adds S.V. Mony, Secretary General, Life 
Insurance Council. Mony explains that it is the carrot 
of an assured return—which for many investors is 
more important than a higher return—is what makes 
investors opt for insurance products, despite them 
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‘Anomalies in taxation and the perception that 
Insurance investment managers are better has 
gone against the (mutual fund) industry” 


Nilesh Shah | CIO & Deputy MD, Prudential ICICI AMC 
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turning out returns that are lower than those from mu- 
tual funds. That would explain why the retail clientele 
in insurance is over 10 times that of the mutual fund 
industry. Industry estimates indicate that the insurance 
sector has attracted 8 crore investors, compared to just 
around 75 lakh investors in mutual funds. 

The cheerleaders of the industry are quick to point 
out that it’s not just the safety aspect that’s luring the re- 
tail investor to insurance. “Apart from safety we provide 
investors the convenience of a complete solution—a 
fund option, life insurance as well as health riders under 
one roof,” says Nanda. “Even our style of investment is 
risk-free, as we aren’t frequent churners of our portfolio, 
something that mutual funds are known to do.” Indeed, 
mutual funds periodically come under redemption pres- 
sure, and also the pressure to churn portfolios in a bid to 
ensure continuous positive returns. If they can’t do that, 
the investor will simply flit to a rival fund. Concludes Life 
Insurance Council’s Nanda: “Our conservative investment 
approach in risky assets would discourage short-term 
investors but it helps us garner confidence of those 
who are in it for the long term.” 

If short-term investors are discouraged, that’s be- 
cause of the initial high cost that’s incurred. That high 
cost in turn is courtesy the fat commissions that agents 
stand to earn from the insurance company on individual 
investments. If investors are in a mood to move out, 
they clearly stand to lose. But regulations favour in- 
surance companies, as the minimum investment hori- 
zon in an insurance product is five years. A fairly low 
average ticket size of Rs 20,000 for an insurance prod- 
uct—as against over Rs 1 lakh for mutual funds—is also 
an advantage. What's more, anomalies in taxation— for 
instance debt funds draw a minimum 10 per cent cap- 
ital gains tax—go against mutual funds. 

Yet, it isn't as if mutual funds don't have their ad- 
vantages. For one, they're more liquid and provide 
ample exit options. For another, their returns are far 
more impressive. However, for conservative investors, 
who're willing to sacrifice returns and keen to eschew 
risk, insurance is an attractive option. After all, it still 
beats letting your money lie idle in the bank vaults. 
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WHEN GREED IS 
G00D 











OR ISIT? 


As the indices hit new highs with )(0 regularity, an 
increasing number of investors (and punters) are riding the 
gravy train. Will some fingers get burnt? «ausu Nayak 


ALL IT THE RETAIL PARADOX. 
Over the past four years, 
the benchmark 30-share 
index of the Bombay Stock 
Exchange (BSE), the Sensex, 
has spurted a little over five fold. In 
the past one year (till July 20, 2007), 
the Sensex has gained 55 per cent. 
Yet, less than 4 per cent of Indian 
household savings are invested in 
equities. Says Nilesh Shah, 
Managing Director & CEO, Envision 
Capital: “Ignoring equity is not the 
best decision. A rising market, a 
growing economy, lower inflation 
and steady growth of Indian cor- 
porate sector augur well for the 
stock markets in the years to come.” 

Now consider the other irony: 
Even as the indices keep surging 
northwards, hitting new highs with 
unfailing regularity, the retail hold- 
ing in Indian stocks is actually drop- 
ping. As of June 2007, the average 
retail holding in BsE 500-listed com- 
panies has dropped to 14 per cent, 
from 21 per cent on June 2004. 
Foreign institutional investors (FIIs), 
on the other hand, are the domi- 
nating force on Dalal Street, with an 
average holding of 13 per cent as of 
June. Explains Gagan Banga, 
Executive Director, Indiabulls 
Financial Services: “The drop in 
retail is due to profit-booking by 
existing players that wanted to cash 
out in the rally. It would be wrong 
to say retail investors aren’t there in 








What a Rollercoaster Trip It’s Been 
Market capitalisation has spurted over the past decade. 
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equities. They are coming in good numbers, but the 
value of their investments is small." 

Brokerages for their part are doing their bit to 
spread the equity cult far and wide, right up to the tier 
III cities. Whilst the number of brokers registered with 
the Securities & Exchange Board of India (Sebi) has 
inched up marginally, it’s the sheer spurt in the number 
of sub-brokers that's driving up-country retail partici- 
pation. Consider the numbers: In 2005, the number of 
brokers and sub-brokers registered with Sebi stood at 
9.129 and 13,684, respectively. By February 2007 
the brokers had increased to 9,440. But the sub-brokers’ 
band nearly doubled to 26,724 in that period. 

Of late, brokers have gone on a binge of adding 
broking terminals. In the last few months, Angel 
Broking has increased the number of its terminals to 
6,250 from 5,081; Indiabulls has over 6,000 terminals. 
Then there are players like Motilal Oswal Securities 
growing the inorganic way in a bid to enter new ge- 
ographies. In 2006, the Mumbai brokerage acquired 
Peninsula Capital Market in the south, which at a 
stroke gave it a reach of 60 cities with 200 outlets. Says 
Indiabulls’ Banga: “The objective of expanding is 
also to mitigate risk, as otherwise all of us would be 
fighting for a share of the same old pie.” Adds Shah: 
“Since the long-term trend is bullish, it’s not a bad idea 
to expand one’s reach. After all, there is huge money 
available in tier II cities.” 

Meantime, it’s getting easier for the small investor 
to access equities. Consider internet trading for in- 
stance, which is becoming increasingly popular with the 
youth employed in high-growth sectors like IT services, 
business process outsourcing and retail. Small wonder 
that the average internet trading value in the cash 
segment has increased from Rs 1,200 crore in 2006 to 
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“It would be wrong to say retail investors aren t there 
in equities. They are coming in good numbers, but the 
value of their investments is small” 


Gagan Banga | ED, Indiabulls Financial Services 


Rs 1,730 crore in the current year. 

Yet, in such euphoric times it’s easy to forget that 
equities are by nature risky investments; any sharp cor- 
rection—the higher the market goes, the faster it 
tends to fall—can result in retail investors, who are typ- 
ically the last to bail out, losing 
their shirts. Shah agrees that in- 
vestors should be present in equities, 
“but not with a blind eye. It’s best to 
consult an investment advisor or a 
brokerage that’s backed by solid re- 
search before taking the plunge.” 

Clearly, there’s no denying the 
power of equity. Consider: If you 
had invested just Rs 10,000 in 
1980-81 in the initial public off- 
ering (IPO) of Wipro that sum 
would be worth a cool Rs 250 
crore today. That’s why Shah says: 
“Today there are three options to 
create long-term wealth: One is 
real estate, the second is to bec- 
ome an entrepreneur. And the third 
is to invest in equities.” W 
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gave India its first world-class business 
school and now its only public health 


foundation. What makes McKinsey's 
Rajat Gupta a social entrepreneur and 


the only Global Indian(-American) of his kind? 


R. SRIDHARAN 


ALMOST A YEAR AFTER THIS WRITER PUT IN A REQUEST FOR 
an interview with Rajat Gupta, he gets to meet the man 
in a hotel suite in Delhi. It's around five on a June 
evening, and Gupta, Senior Partner worldwide, 
McKinsey & Co., is ensconced in an ample sofa, look- 
ing just a tad jet lagged. He's wearing a grey suit with 
bold stripes, a bluish-grey tie over a white shirt with 
monogrammed cuffs, and cufflinks that bear the Seal of 
the President of the United States of America. The 
43rd (read: George W. Bush) presented them to Gupta 
when he visited the Gupta-founded Indian School of 
Business in Hyderabad in March last year. “I got to 
make my first visit to the Oval Office day before yes- 
terday," informs Gupta, who is also the Chairman of the 
Global Fund to Fight Aips, Tuberculosis and Malaria, 
a private-public partnership comprising governments, 
not-for-profits and private foundations. 

At 58, Gupta is one of the best-known global 
Indians. Thirteen years ago, he had shattered the glass 
ceiling to become the Managing Director of the world's 
most prestigious consulting firm. Since then, Gupta has 
been a mover and shaker in the global arena, thanks in 
one part to his firm's influence, but to a larger part to 
his own energy and passion. Former Secretary General 
of the United Nations Kofi Anan sought him out as a 
personal advisor on UN management; he's invited rou- 
tinely to speak at the global gabfest in Davos, the 
World Economic Forum; Fortune 100 CEOs use him as 
a sounding board, and not necessarily because they have 
hired his firm for consulting work; Bill Clinton per- 
sonally came down to take stock of the devastation 
caused by the earthquake in Gujarat in April 2001 
after Gupta told him that it would help with fundrais- 
ing for the victims; and he's on a first-name basis with 
the global who's-who, ranging from Microsoft 









Rajat Gupta 


At one level, I have always believed in gi 
society, and at another, I have certain s 
ount of goodwill that I can use for the good of others 


Chairman Bill Gates to former Goldman Sachs 
Chairman & CEO and current US Treasury Secretary 
Henry *Hank" Paulson to South Africa's Nelson 
Mandela to India's own Nobel Laureate Amartya Sen. 

It's been four years since Gupta stepped down as 
Managing Director after serving the maximum per- 
missible three three-year terms, but, in parallel, he 
has spent more than a decade reinventing himself as a 
philanthropist-cum-social entrepreneur. Six years ago, 
Gupta launched the Indian School of Business, ar- 
guably the country's only world-class business school. 
And last year, he unveiled his most ambitious social proj- 
ect yet—the Public Health Foundation of India (PHF), 
another public-private partnership aimed at creating 
public health professionals and research in India. In be- 
tween, he has also set up the American India 
Foundation, which works in the areas of education, pub- 
lic health, and livelihood in India. It is this—his in- 
credible ability to marshal a stunning array of global 
heavyweights around important causes to India's ben- 
efit—that makes him stand apart in the galaxy of 
Global Indians such as Amartya Sen, C.K. Prahalad, 
Arun Sarin or Indra Nooyi. Says N.R. Narayana 
Murthy, Chairman, Infosys Technologies, and a friend 
of Gupta for about eight years now: “I have often 
compared Rajat to Jawahar Lal Nehru simply because, 
in contemporary India, I don't know of any other in- 
dividual who has set up two world-class institutions." 

Actually, Murthy made such a comparison at ล 
public forum sometime ago and Gupta, who was shar- 
ing the stage, was quite embarrassed by it (by Murthy's 
own account). No doubt, Murthy is generous with 
his praise, but he does hit the nail on the head. In 
contemporary India, there is no one who's not either a 
billionaire or an administrator who has conceived and 
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NETWORK 


There are thousands of names in his 
Rolodex. Here's a representative 
sample. 
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Former Chief Chief Minister of Chairman & CEO of 
Minister of Andhra Andhra Pradesh Novartis gave the Indian 
Pradesh was continues to School of Business 
instrumental in provide immense more money than was 
attracting the school support to asked for. 

to Hyderabad. the school. 


Some others who've helped ISB with both their time and money: 


= 





launched two path-breaking institutions. So, how does 
Gupta, who becomes McKinsey's Senior Partner 
Emeritus end of this year, do it? 


Private Skill, Public Benefit 

Before we answer the how, it probably makes sense to 
ask ‘why’. Why should a man who's pushing 50s, has 
nothing left to prove professionally, and is reason- 
ably affluent (Gupta may not be a billionaire, but he's 
got enough to angel invest and then some more), 
work his Rolodex like mad and travel around the 











FOR PHFI 


Dr Barry Bloom 
The Dean of Harvard His Bill & Melinda — Union Minister for Health 
School of Public Health, Gates Foundation แ Family Welfare, he 
Dr Bloom got Rajat donated Rs 65 crore — orchestrated the 
interested in global health — to PHFI last year. Government of India's 
and put him in touch with response and 
Dr K. Srinath Reddy, who participation 


now heads PHFI 


Some others who've helped PHFI with their time and money: 
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world on an even crazier schedule (recently, in less than 
a month, Gupta crisscrossed Us-India-Russia-Us-South 
Africa-Us) to help with projects that will financially 
enrich neither him nor his firm? 

Gupta's answer is what you would expect of an IIT 
engineer: efficient and logical. “At one level, I have al- 
ways believed in giving something back to society, 
and at another, I have certain skills and some amount 
of goodwill acquired over the years that I can use for the 
good of others," he reasons. 

Gupta's philanthropic urges have deep roots, and 
have been shaped to a large extent by one man: his fa- 
ther. Ashwini Kumar Gupta was an officer in the 
Indian Civil Service who gave up his career to join the 
freedom struggle. Born in Kolkata in 1948, Gupta Jr 
was heavily influenced by his father's Gandhian values 
and eminent friends. After Independence, Gupta's 
journalist father moved from Kolkata to Delhi in the 
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THE RAJAT 


early 50s to launch Hindustan 
Standard, but died in 1964, 
when Gupta was not yet 16. 
To compound the tragedy, his 
mother died two years later. 
As the eldest boy in the family 
(he has two sisters, one elder to 
him, and one brother), Gupta 
decided that the siblings would 
stay together in Delhi and not 
be farmed out to aunts and un- 
cles. His father's employer, 
Ananda Bazar Patrika, offered 


School, 1973 





ESSENTIALS 


Name: Rajat Kumar Gupta ! 
Designation: Senior Partner - 
| Born: December 2, 1948 

Place of Birth: Maniktala, Kolkata 


Education: Modern School, New Delhi, 
1966; B. Tech (Mechanical Engineering), 
IIT Delhi, 1971; MBA, Harvard Business 





Career: Joined McKinsey in 1973 in New 
York office; Elected partner in 1980; 
Moved to Scandinavia in 1981; 





For example, the 
Harvard Business 
School, Gupta's 
alma mater, said 
'no' when he asked 
for an affiliation and 
the founding dean 
Sumantra Ghoshal 
had to be wooed over Gupta's 
several trips to London. “It was a 
very difficult project. If Rajat 
hadn't been involved, this thing 
wouldn't have happened," says 
Sinha, currently CEO of Ananda 
Bazar Patrika. 

Eventually, though, Gupta 
managed to woo some of the 
biggest names in business to be 
on the school's governing and 
executive boards. Pharma major 
Novartis’ CEO Daniel Vasella, 
WPP Group's Martin Sorrell, 
LVMH's Bernard Arnault, Michael 









Family Wife Anita), T seremos Dell, Anil Ambani, Yogi 

Geetanjali, Máy A and Deepali Deveshwar, Adi Godrej, K.V. 

| Sacks s | Kamath, L.N. Mittal, Shiv Nadar, 

to continue paying the rent for Residence: Stamford, Connecticut, USA N.R. Narayana Murthy, Rahul 


the house and the school where 
the kids studied (Modern 
School), offered them merit 
scholarships. “Everyone was 
very, very generous to us,” re- 
calls Gupta. At irr Delhi, too, 
Gupta studied on scholarship 
and from there went to 
Harvard Business School on a 
mix of loan and scholarship. 


Key Affiliations: Chairman, Indian School of 
Business; Chairman, Public Health Foundation 
-of India; Chairman, the Global Fund to Fight 
AIDS, Tuberculosis and Malaria; Co-Chair, 
American India Foundation; Member of the 
Board-Goldman Sachs & Procter & Gamble 


Favourite quote: Karmanye Vadhikaraste 
Ma Phaleshu Kadachana, Ma Karma Phala 
Hetur Bhurmatey Sangostva Akarmani. 


Bajaj, Sunil Mittal are just some 
members of ISB's all-star boards. 
Says Ramalinga Raju, Chairman, 
Satyam Computer Services, who’s 
on the school’s executive board: 
“Quite frankly, I put money into 
ISB simply because I have great 
admiration for and confidence 
in Rajat's leadership abilities." 
Into its seventh batch, isg has 


In the process, he turned down ให้ ป น ข่ ก Translation: You have a right to perform alliances with the Wharton 
a job with rrc. The rest, as they | YOUR Prescribed action; butyouaremotentiled | school. the Kellogg School of 
say, is history. to the fruits of your action. Never be associated Management, and London 

The idea of iss, Gupta says, to not doing your duty. Business School. Gupta says he 


emerged in the mid-90s when 

he started thinking in terms of 

giving something back to India. And the reason he 
chose business education was fairly simple: his firm was 
one of the biggest recruiters on B-school campuses, and 
it was an area where he had considerable expertise. So, 
roping in a handful of people from within McKinsey, 
including Anil Kumar and Pramath Sinha, Gupta set 
about putting the school together. Predictably, there 
were numerous hurdles along the way, ranging from 
raising money to getting land to striking alliances 
with global B-schools to roping in a permanent dean 
and faculty. 
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would like the school to graduate 

a larger number of students every 
year, and accordingly, ISB’s intake in its flagship one-year 
MBA programme has gone up from 128 to 425. Says 
Hank Paulson, us Treasury Secretary: *Rajat brings a 
global perspective to all that he does. He has very 
strong leadership skills—a great combination of being 
bright, analytical, and objective and he reads people very 
well. He comes to play every day." 


Fixing Public Health 


While daunting it was, isB doesn't come close to the 
challenge Gupta has set himself up with by way of PHFI. 
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For one, what is his competence in the area of public 
health? In fact, Gupta didn't start looking at health 15- 
sues seriously until a Harvard classmate of his died of 
AIDS in the mid-80s. But his first real brush with public 
health came in September 2001 when the Dean of 
Harvard School of Public Health, Dr Barry Bloom, 
wrote him a blind letter inviting him to join the Dean's 
council as an advisor. Gupta's initial reaction, under- 
standably, was *why me?', but as he soon discovered 
what the good doctor, who worked with the World 
Health Organization (WHO) in India in the late 60s 
and ended up being fascinated by the country, really 
wanted was Gupta's management expertise and his en- 
viable connections. *Here was this guy who could 
mobilise important people in India and elsewhere and 
had this reputation for strong analytical skills. I wanted 
him, and luckily for me he was so open to new ideas," 
says Bloom. 

[t was over a breakfast that Bloom first challenged 
Gupta to do something like 158 in public health. Typical 
to his style, Gupta wanted the concept explored by 
some of his colleagues at McKinsey. Their report did- 
n't prove very encouraging. It expressed a number of 
concerns. For example, unlike in the case of ISB where 
there was a ready demand for managers, there was no 
demand in India for public health professionals (who fo- 
cus on prevention rather than treatment like doctors and 
nurses do); there were no job descriptions in the pub- 
lic or private sector that public health professionals 
could fit; besides, the schools of public health in the us 
largely produced researchers and research, not practi- 
tioners. In a country where millions of people had 
no access to basic healthcare needs, it seemed like a ter- 
rible idea to spend time and money on graduates who 
would only do esoteric research. "At one point, it 
seemed like the public health school idea would be 
dropped," recalls Dr K. Srinath Reddy, President of the 
Public Health Foundation of India. 

Fortunately for Gupta, Bloom pointed him in the di- 
rection of Reddy, who then was the head of cardiology 
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A grand idea: Students at ISB in Hyderabad 


at the All India Institute of Medical Sciences (AIIMS) in 
Delhi and a well-known proponent of public health 
system. Reddy agreed with McKinsey's conclusion 
that a pure research-oriented school would not fly. 
Instead, he suggested that the school should create 
both public health professionals and practitioners. 
“Rajat agreed and he also insisted that any such initiative 
must have the government of India as a partner, al- 
though many people advised him against a public-pri- 
vate partnership," says Reddy. 

But since the government is the biggest player in 
public health, Gupta knew its buy-in would be vital to 
the success of any such project. Therefore, he and 
his team began working on a variety of government of- 
ficials and leaders—from the bureaucrats in charge 
of the Ministry of Health to the minister to the deputy 
chairman of the Planning Commission to the Prime 
Minister himself. In August last year, the government 
not only put in Rs 65 crore in equity but also nominated 
Planning Commission deputy chairman Montek Singh 
Ahluwalia and PM’s Principal Secretary T.K.A. Nair to 
the board. *The financial and political capital that 
Rajat has been able to raise for PHFI has given it mo- 
mentum and credibility," says Reddy, who is on a 
five-year lien from AIMS. “Frankly, the PHFI wouldn't 
have been possible without him." PHF! hopes to open its 
first two institutes by July 2008 or January 2009, fol- 
lowed by one every year for five thereafter. 
PHFI's hope: train 10,000 public health professionals 
each year. Says Lincoln Chen, President, China Medical 
Board, which focuses on public health issues in China, 
and a member of PHFI 's governing board: “The PHF! is 
a true innovation in an area where intervention can 
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make the most difference to the 
lives of poor people." Adds Ranjit 
Pandit, Managing Director 
(India), McKinsey & Co., who 
worked with Gupta on PHFI: 
"To me Rajat's overarching trait is 
his sense of humanity; he's gen- 
uinely interested in the develop- 
ment of people." 

PHFI isn't the only health ini- 
tiative that's going to keep Gupta 
busy in the years ahead. In April 
this year, he was elected 
Chairman of The Global Fund 
to Fight Amps, Tuberculosis and 
Malaria, becoming the first person 
from the private sector to get this 
job. Although the Fund has about 
$7 billion in pledge from gov- 
ernments and private foundations, 
it needs to raise more money to 
meet its ambitious goal of tackling 
the three killer diseases in devel- 
oping countries. That's one reason 
why a master fundraiser like Gupta may have been put 
at the helm of the fund. Says Ambassador Mark Dybul, 
the Us government's Global Alps Coordinator respon- 
sible for implementation of the President’s Emergency 
Plan for AIDS Relief (PEPFAR): “It’s very important for 
the Fund to get the expertise of private sector in terms 
of accountability, transparency and result-orientation. 
Besides, Rajat’s presence should increase funding from 
the private sector.” Gupta’s visit to the Oval Office 
(mentioned earlier in the story) was part of his at- 
tempt to lobby for greater governmental allocations to 
the Fund under PEPFAR. 


Leading from Behind 

Coming back to the question, how does Gupta do it? 
How is he able to bring together a diverse set of 
people to make things happen? Apparently, by leading 
not from the front, but behind. His preferred way of 
working, be it at McKinsey or in the social sector, is to 
create a vision and assemble the team required to 
achieve it. That’s what he did way back in the late 70s 
at McKinsey’s “boon dock” office in Scandinavia—in 
four years, he grew the office from a 20-person outfit 
to a roaring, 160-people centre. “To this day, our 
competitors find it hard to compete with us in that re- 
gion,” says Ron Daniel, 77, the man who hired 
Gupta 34 years ago at McKinsey and Senior Partner 
Emeritus. Needless to say, the Scandinavian stint 
proved to be a turning point in Gupta’s career at the 
firm. Adds lan Davis, McKinsey’s Managing Director 
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worldwide: “Rajat is extraordi- 
narily competent, (but) he’s also a 
very calm and patient person.” 

Yet, Gupta is so unlike the 
stereotypical consultant that it’s a 
wonder he managed to become 
McKinsey's Managing Director at 
all or the global networker that 
he is. For instance, he doesn’t 
play golf and he doesn’t socialise 
with most of his associates out- 
side of work. Heck, despite his 36 
years in the US and American pass- 
port, he doesn’t speak English with 
an accent (it’s more a neutral ac- 
cent). “But that’s him,” says Shiv 
Nadar, Founder and Chairman of HCL and a close 
friend of Gupta. “At his home (in Stamford, 
Connecticut), for instance, he likes to be in his kurta-pa- 
jama and eat Bengali food just like any other Bengali.” 
Even when it comes to his philanthropic work, says 
Nadar, who has donated to both isB and PHFI, it’s 
never about himself. He merely plays the role of a 
facilitator. “My admiration for Rajat Gupta arises 
partly from his exceptional combination of profes- 
sional excellence, humane priorities, and his great 
ability to provide social leadership in making much- 
needed changes in India,” says Nobel Laureate Amartya 
Sen, who is on the board of Gupta-founded social 
sector non-profit, American India Foundation. “It’s 
hard to think of anyone else at all with the same com- 
bination of remarkable qualities.” 

The rare criticism against Gupta actually comes 
from his wife of 34 years, Anita, two years his junior 
at เห Delhi. “He tends to take on too many commit- 
ments. He doesn’t know how to say ‘no’,” says 
the woman who’s had to bring up their four daughters. 
Does Gupta aspire for a Bharat Ratna or, perhaps, 
the Nobel Prize? “I have no expectations. | truly believe 
in what the Gita says about doing what you can 
and must do and not expecting any reward for it,” 
says Gupta. 

But given his achievements—and not to forget the 
names on his Rolodex—it’s just a matter of time before 
some sort of global honour is heaped on him. Just 
the same, don't expect that to slow him down. Bi 
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™ Videocon Group's 
Venugopal Dhoot is 
thinking really big this 
time. He is diversifying 
into new areas such 
as SEZS, real estate, 
telecom, retail and 
semi-conductors. The 
target: more than treble group 
revenues to WON over 
the next five years. 
KRISHNA GOPALAN 
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N 1985, VENUGOPAL DHOOT STARTED BUYING PICTURE 

tubes from Thomson for television sets he 

assembled in India. One of Thomson's business 

divisions was called Videocolour. Dhoot took a 

fancy to the name, and tried, unsuccessfully, to 
acquire it. He eventually settled for Videocon, which 
has, since then, evolved into a $3-billion-plus 
(Rs 12,963.37 crore) multinational conglomerate with 
a footprint spanning seven countries across North 
America, Europe and Asia. 

It is no small irony that Videocon acquired 
Thomson's colour picture tubes (CPT) business in 2005, 
and, in the process, catapulted itself into the league of 
world's Top 3 CPT manu- 
facturers. “Yes, there's a 
sentimental value attached 
to Thomson," says Dhoot, 


The group 


Videocon Group's (SSE, 
Chairman, with a smile. gma s 
Videocon owns the Kenstar YC C 

brand. Apart from that, it 11 0 

owns the rights to use the Others (since discontinued) —— 
Sansui, Akai, Hyundai and TOTAL 

York brands in the Indian 

market. This means 

Videocon is responsible for CE/HA 

manufacturing, marketing Oil & Gas 

and distributing these Others (since discontinued) 
brands. Having achieved a Other unallocable income/exne 
turnover of over $3 billion TOTAL 


last year (it follows an 
October-September ac- 
counting year) mainly from 
its consumer electronics, 
home appliances and oil 
and gas businesses, it is now aggressively entering or 
ramping up its presence in sectors like power, SEZs, 
semi-conductors and retail. The goal: more than treble 
the group’s top line to $10 billion (Rs 41,000 crore) by 
2012. 


The Growth Drivers 
Understandably, growth will have to come both from 
its existing lines of business and from new areas it is 
planning to enter in the next five years. “The way I see 
it, petroleum and consumer electronics will contribute 
40 per cent each while the balance 20 per cent will have 
to come from other new businesses,” says Dhoot. 
The group extracts oil from the Ravva oilfield, off 
the coast of Andhra Pradesh, which has reserves of over 
250 million barrels and produces 50,000 barrels of oil 
per day. Then, Videocon has been assigned explo- 
ration blocks in Australia, Oman and East Timor. *So 
far, we have invested $400-500 million in Ravva and we 


THE FINANCIAL PICTURE 
has been growing at an impressive clip. 


The Videocon Group follows an Oct.-Sept. financial year. 
CE/HA: Consumer Electronics/Home Appliances 
Figures in Rs crore Source: Company 


may invest another $150-200 million there," says S. 
Padmanabhan, Director, Videocon Industries, who 
oversees the infrastructure business. Dhoot says the high 
oil price regime has been good news. “At around $80 
(Rs 3,280 ) per barrel, this business has the potential to 
generate profits of $120 million (Rs 492 crore) per year 
for the next 15 years," he adds. 

Then, the group is bullish on the semi-conduc- 
tors/LCD sector in which it plans to invest Rs 8,000 
crore. The Videocon Group has already acquired the 
technology from IBM to manufacture LCDs. Describing 
this as a “breakthrough for the group”, Dhoot says he 
can start a semi-conductor fab—a manufacturing plant 
that makes semi-conductor 
devices—anywhere in 
India. “The Government 
of India gives a 25 per cent 
subsidy for this. We think 
India is an ideal semi-con- 
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J _ sns ductor location since we 
1816 1,439.41 have the advantage of both 
12195 — _- labour and the technolog- 
6,913.52 1296337 ical expertise here," he 

says. 
— M This will also give 
494.94 .— 928.0 Videocon a massive tech- 
49292 | 349304  nological leg-up. “Today, 
-220 - it is about tubes; tomor- 
ses) -4211 712.65 ee it will be about LCDs. 
~~ It is very important to own 
903.95 1,634.49 the technology,” says 
Dhoot’s nephew, 


Saurabh—he is Pradeep 
Kumar Dhoot's son—who 
is closely involved with the 
project. He adds that the Videocon Group holds more 
than 100 plasma patents. “We make the entire panel and 
are among six players globally who can do that." The 
challenge will be to ensure that the technology is made 
available to the consumer at the best possible price. “We 
have an R&D centre in Japan. It is a tie-up with IBM. We 
also have a small pilot fab and have fabricated small size 
samples," says Naveen Mandhana, Director and Senior 
Vice President, Videocon Industries. 


SEZs, Retail and Telecom 

Like most big players, the group has entered the retail 
business with the NEXT chain of outlets. These are 
large format stores that stock several consumer elec- 
tronics and home appliance brands, and not just those 
controlled by Videocon. Dhoot is tight-lipped about this 
project and only says that his group holds a 30 per cent 
stake. “It is a professionally managed company and the 


other investor is a global retail chain. We are just in- 
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A Global Footprint 


The group has units in seven countries across North America, Europe and Asia. 










Poland ias 
s Tubes, Glass, Gun & Yokes EA COMM 
> ง < L 
" M LESE 
Lou SNN 
— WI o 
-. Plasma panel line = Xp Japan 
Mexico wh ACTV assembly. “ช็ ร. R&D base 
Tubes, CTV assembly line 
Oman 
AC assembl India 


NS CTV, Refrigerator, AC, 
-— d «WM, DVD, Compressor, 
Glass panel, Glass funnel 


vestors," he clarifies. The project envisages an outlay of 
Rs 1,000 crore over the next three years. The chain cur- 
rently has 375 outlets across 100 towns across 16 
states. In 2006-07, it posted a turnover of Rs 500 
crore and is looking to double that this year. *The busi- 
ness is about margins, real estate and proximity to 
customers," says S.K. Shelgikar, Advisor, Videocon 
Industries. 
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is about margins, / 


With retail, comes a foray 
into real estate, where the group 
has placed a bid for the Dharavi 
Re-development Project in 
Mumbai. This is a business the 
group is familiar with—it al- 
ready owns substantial real estate 
assets in several large cities. “In 
Mumbai and Delhi, demand is 
clearly ahead of supply; this 
means the market will remain 
buoyant for some time,” says 
Dhoot. The group's foray into 
SEZS, too, is an offshoot of its 
interest in the real estate business. 
The total investment here, over 
the next three years, will be Rs 


1,500 crore across projects in Maharashtra and West 
Bengal. On the anvil are multi-product SEZs in Pune, 
Aurangabad and North 24 Parganas in West Bengal and 
a biotech SEZ in Siliguri. 


Missed Opportunities 
Over the last 15 years, Videocon has ventured into an 
array of new businesses both in India and abroad. 
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However, it has missed a few op- 
portunities as well. Dhoot is candid 
about it. *We applied for a tele- 
com licence in 1994 but did not 
get one," he recalls with more than 
a trace of regret. It is perhaps to 
compensate this that he has struck a 
joint venture with the us-based 
Verizon to provide long-distance 
services. “There is a huge potential 
in the WIMAX business and once 3G 
opens up, there will be huge op- 
portunities here," he says. According 
to Dhoot, his investment in the 
business is small—Rs 100 crore. 
Won't he suffer from a late-mover 
disadvantage? “As I see it, this mar- 
ket is still untapped and there are 
huge opportunities,” he says. 
Then, the group’s initial foray 
into the power sector, via the 1,050 
MW North Madras Power Project in 
Tamil Nadu, was by Dhoot’s own 
admission, “not successful”. He de- 
cided to change focus and shifted 
the team to Gujarat where Videocon 
has got the go-ahead to set up a 
1,200 MW project near Pipavav port, 
in partnership with a foreign power 
company. Dhoot is close to bringing 
in a foreign strategic investor but de- 
clined to share names. “This is a 
Rs 5,000-crore project and we 
should be closing the financing in 
about six months,” says Dhoot. 
But for now, Videocon’s bread 
and butter business remains con- 
sumer electronics and home ap- 
pliances, and here, especially fol- 
lowing the acquisition of 
Thomson’s colour picture tube 
business and Electrolux’s Indian 
subsidiary, Electrolux Kelvinator 
Limited (EKL), Dhoot has a gen- 
uine global footprint. But according 
to Dhoot, the deal with Daewoo 
Electronics, which he came close to 
acquiring, is not likely to be revis- 
ited. “We wanted the technology 






Spot the Leader 


Official figures say LG leads the pack, but Videocon disputes these numbers. 
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According to the Videocon Group's internal figures, all its brands—Videocon, Kenstar, Akai, Sansui, Hyundai, 
York, Electrolux—put together command leading positions in the colour television, air-conditioner, refrigerator 
and washing machine markets. According to these figures, the group has a 28.7 per cent share in CTVs, 18 
per cent in ACs, 25.1 per cent in refrigerators and 28.7 per cent in washing machines. These figures could 
not be independently verified. 


but they were not keen on giving it to us. We wanted happening in the Aurangabad factory, but about 
the deal on our terms." He speaks passionately of his what is going on in my facilities in China and 
global ambitions. “In 10 years, only about 30 per cent Mexico,” he predicts, adding: “We should be able to 
of my group's top line will come from the domestic make one acquisition this year." 

market. The story then will not be about what is Then, Dhoot speaks of an interest in coal mining; 
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he's waiting for the govern- 
ment to announce the new 
mining policy, after which 
he will take a call on enter- 
ing this sector. The group 
is also considering a joint 
venture with the Dubai- 
based Istithmar for a foray 
into solar and non-conven- 
tional energy and to make 
set top boxes for the Direct 
to Home (DTH) networks. 
Analvsts tracking the 
group, however, are cau- 
tious. "Videocon has placed 
a big bet on the consumer 
electronics business on ส 
global scale. We should wait 
a few years to understand 
the effects of these initia- 
tives," says Shriram lyer, 
Head of Research, 
Edelweiss Securities, ส 
Mumbai-based stock 
broking and research firm. 
The group's consumer elec- 
tronics and home appliance 
business has, in the recent 
past, reported huge offtakes 
at lower price points; this 
has put margins under pres- 
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Proposed investments over the next three years. 


Power 9,000 
DTH 900 
Solar Energy 1,000 
Retail 1,000 
SEZs 1,900 
Oil & Gas 1,500 


Semi-Conductors/LCDs 


8,000 












M&As will depend on opportunities as they present themselves 


Figures in Rs crore 


Source: Company 


In the Big Boy's Club 


Videocon is among the three largest players in colour picture tubes, but 
this is an old technology. The future belongs to LCDs and Plasmas. 
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Figures in million units per annum 


Videocon 


Japanese, 





sure. The bad news here is that 
its main competitors in this space 
are all deep-pocketed MNCs. 
“The trick lies in increasing pen- 
etration levels and that is not 
an easy game. Videocon has a 
presence in various segments 
through brands like Sansui, 
Kenstar and Electrolux. It is not 
easy to be in all spheres of the 
business,” says Sandeep Tiwari, 
Head of Marketing at LG 
Electronics India. 

But analysts are more con- 
fident of the oil business. “The 
group has good assets and 
seems to have made a good 
call here,” adds lyer. 

Dhoot is sitting on a $500 
million (Rs 2,050 crore) war 
chest for acquisitions that will 
be used to fund the Videocon 
Group's objective of becom- 
ing a truly global company. 
Can an Indian company break 
into the exclusive club of 
Korean and 
European giants? "The next 
five years will be most criti- 
cal,” admits Dhoot. The world 
will be watching. 8 
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Citi’s India CEO, 
Sanjay Nayar 





It has nudged ahead of the competition in the foreign banks arena, but 
there's more to Citigroup in India than just banking. ANAND ADHIKARI 


HESE AREN’T THE BEST OF TIMES FOR 
Citigroup Inc. It may be the world’s largest 
bank with a market capitalisation of $252 
billion, but the stock price has been stag- 
nating in the $45-50 per share region for 
close to two years now on the New York Stock 
Exchange. Recent reported cuts of over 15,000 jobs to 
bolster profitability at the 399 Park Avenue-headquar- 
tered bank hardly came as a surprise to analysts tracking 
the global giant. And when Charles O. “Chuck” Prince, 
Chairman & Chief Executive, took home an annual 
compensation of almost $26 million in 2006—a year in 
which Citigroup’s net income fell by 12 per cent— 
shareholders weren’t exactly nodding in approval. 
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Cut to Asia, where Citi it would seem is an alto- 
gether different entity, both in performance and action. 
Take China, for instance, where Citi has over the 
years acquired strategic stakes in two Chinese banks. In 
late 2003, it picked up 4.62 per cent in Shanghai 
Pudong Development Bank, and plans are to take it up 
to 20 per cent. Last July, Citi also bought 20 per cent 
in Guangdong Development Bank, which was con- 
sidered a coup of sorts in the mainland's restricted 
banking environment. Then there's South Korea, 
where Citibank took over one of the largest local 
banks, KorAm Bank, in January 2004. Such progress in 
non-traditional markets would be good enough to 
make Chuck (as he is known within the bank) smile. 


"We are committed to being a dominant player in each 
segment we are present in to further grow our balance sheet" 


SANJAY NAYAR/ CEO/ India & Area Head (Bangladesh, Nepal and Sri Lanka) 


The progress in India should 
make him beam. Chuck, CEO since 
2003 and Chairman since 2006, was 
in India in March this year, a day 
after news of massive job cuts at Citi 
seared news wires globally. But Chuck 
was in high spirits, and not just be- 


THE JOURNEY SO FAR 


How Citi has evolved as a group. 


e Brought in $2.6 billion in 
capital, the largest FDI in 
financial services 


novation in products and distribu- 
tion. We are committed to being a 
dominant player in each segment we 
are present in to further grow our bal- 
ance sheet,” says Sanjay Nayar, CEO 
India & Area Head (Bangladesh, Sri 
Lanka and Nepal). Beyond banking, 








cause he was thousands of miles away 


e A balance sheet size of 


Citi has aggressive plans to grow in 


from the heat. “The bank will focus Rs 84,469 crore emerging businesses like commodities, 
on two or three countries outside BST er structured products, microfinance, 

eres e Group revenues of ructured products, microfinance 
North America, including India, for Re 7.315 crore retail broking, and asset reconstruc- 


growth," revealed Chuck to Citi 


tion. The group's already going full 





staffers in New Delhi. 

Clearly, at a time when Citi is 
struggling to grow in single digits in 
the developed world, Asian econ- 
omies like Japan, China, South Korea 
and India are the bank's best bet to return to the glory 
days. Chuck, who began his career in 1975 as an at- 
torney in Us Steel Corporation, is now driving a business 
strategy to make international operations a big con- 
tributor both to the group's global topline as well as bot- 
tom line. He wants the international portfolio to 
account for 60 per cent of revenues in the next 3-5 years, 
up from the current 45 per cent. 

His India A team is in sync with that strategy. “We 
have a strong, broad-based franchise in India led by in- 


% King of the Hill 


Citibank is India’s 
largest MNC bank, 
though not the most 
profitable. 
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cítibank 


e Net profit of Rs 1,566 crore ` 
e India employee strength of 


1,364 


Standard & 
Chartered 3 


steam ahead in areas like non-banking 
finance, investment banking and pri- 
vate equity. 

“If you are a customer of Citi, it 
doesn't matter which product you 
choose, it's a passport to every other product of 
Citigroup. That's really the enabling approach for us,” 
says S. Jayakumar, Country Business Manager (Global 
Finance Group) Citi India. 

As a standalone banking operation, Citi is indeed the 
most dominant player amongst foreign banks in India, 
having recently displaced arch-rival Standard Chartered 
in terms of balance sheet size as well as revenues. In 
2006-07, Citi amassed a balance sheet as large as Rs 
66,358 crore in India, pushing StanChart, which en- 


INE Balance sheet size 
INN Revenues 

— ——- Profits 

II Deposit: 

INN Advances 

Figures in Rs crore for 
2006-07 

Source- Banks 
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CITIBANK INDIA 





Operates as a branch of Citibank NA. 

e 39 branches, 443 ATMs and 
present in 27 cities 

e Over 5 million retail customers 


e Growing SME client base of over 
5,000 with up to Rs 800 crore 
turnover 


e SME coverage includes textile 
industry, pharma & IT/ITES 


CITIFINANCIAL CONSUMER 
FINANCE 





Registered as an NBFC. 


e 475 branches, of which 150 
came up last year 


e Present in 160 cities 
e 2.2 million customers 


e Average ticket size of a loan from 
Rs 20,000 to Rs 3 lakh 


joyed the largest foreign bank status for six years before 
that, to the second position with Rs 58,853 crore. 
"Lending to SMEs (small & medium enterprises), retail 
loans and mortgages contributed the most to the bal- 
ance sheet growth (in 2006-07)," explains Nayar. 

In 2006-07, the group's loan & advances grew 
by 34 per cent to Rs 32,860 crore, while deposits 
grew much faster by a whopping 36 per cent. The 
biggest contributor to growth was mortgage finance, up 
by 50 per cent; the unsecured loan portfolio followed 
with a 48 per cent growth. “Wealth management is 
another area that is growing rapidly," says Rahul 
Soota, Head (Retail Banking), Citibank. 

Banking analysts, however, say Citibank has still a 
long way to go before it can truly crown itself king of the 


A Bottom Line Break Up 


Where Citigroup's profits came from in 2006-07. 
Others 
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Sandeep Soni/ MD/ Citifinancial: He's | 





hill in the foreign banking space. After all, StanChart is 
still the most profitable bank in India with a huge bot- 
tom line of Rs 1,364 crore as against Citi’s Rs 900 crore; 
it also leads in terms of deposits as well as advances. 

Nayar, for his part, knows that celebrations today 
would be premature. And he’s got a game plan for fast- 
track growth in the years ahead. “We serve a range of 
clients from the largest corporations to the retail cus- 
tomer with business models specifically tailored to their 
needs,” he says. Consider, for instance, the $2-billion 
SME portfolio that’s growing at 50-60 per cent annu- 
ally. “SME is an engine of growth as it continuously ac- 
quires clients, many of whom become future cham- 
pions,” says Sandeep Ghosh, Head (SME), Citibank. 

The SME business is strategic to the bank as it 
also drives investment banking (equity & debt raising 
as well as mergers & acquisitions) and private equity. 
Take for instance, SME client Himadari Chemicals, 
which has also provided an opportunity for group 
company Citi Venture Capital International (CVCI) to 
pick up a stake in that company. Indeed, the private 
equity arm is readying to invest $1.5-2 billion in the 
next three years out of its global $ 4.5-billion fund. 
"We are in the business of identifying great entre- 
preneurs. This has been the key driver for our suc- 
cess," says Ajay Relan, MD, Cvcl. “With our unique, 
customer centric business model, we have the capa- 
bility to comprehensively address all banking, capital 
markets and advisory needs," adds Nayar. 
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CITIGROUP GLOBAL 


MARKETS INDIA 

A separate capital market entity 

registered with SEBI. 

e15 M&A deals worth $22 billion 
from June 2006-May 2007 

e Raised $2 billion across 120 
equity and equity-linked 
transactions 





e Arranged largest ever $2-billion 
bond offering for ICICI Bank 


e Loan syndication for Reliance 
Petroleum amounting to $2 billion 


CITI VENTURE 





CAPITAL INTERNATIONAL 


A global private equity arm that 
also invests in India. 


e Recently took a controlling stake 
in equity broking firm Sharekhan 


e Has invested $600 million in 
2007-08 so far 


e Investment portfolio includes 
25-30 companies 


e $1.5-2 billion to be invested 
in India through a new $4.5- 
billion global fund 


That model clearly extends beyond traditional 
banking—after all, banking accounts for 57 per cent 
of the group's profits. Unlike the others in the foreign 
banking pack, Citigroup already has a non-banking 
finance company (NBFC) in the shape of Citifinancial 
Consumer Finance (India), which boasts a $2.5-bil- 
lion balance sheet. It is also the third-largest con- 
tributor to group profits (see A Bottom Line Break 
Up). The Indian arm of Citifinancial Global, with ล 
network of 450 branches, is the single largest con- 
sumer finance company in terms of balance sheet size 
and the largest Citifinancial operation outside the us. 
“We opened 150 branches last year and our distri- 
bution strategy is flanked by store alliances (with 
hypermarkets, for example) and the internet,” 
Sandeep Soni, MD, Citifinancial. 

Yet another booming business for Citigroup is 
global M&A. In the just concluded fiscal, Citigroup 
Global Markets (India) has emerged as the second 
largest contributor to the group’s India profits by play- 
ing advisor—and financier—to some of the biggest 
global acquisitions made by Indian corporations. These 
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BETTING BIG 


AND LONG TERM 


Citi has a game plan, which may 
include a big-bang acquisition. 


e Has 12.3 per cent stake in 
housing major HDFC which 
controls HDFC Bank, HDFC 
Standard Life Insurance and 
HDFC General Insurance 
_ Company 


e Has 5 per cent st stake i in 
newly-formed SMERA, a rating 


agency for emerging small and 
medium enterprises. c 


e Has 5 per cent stake i in a CIBIL 
or Credit Information Bureau 
India Limited, which houses 
credit information (both good 
and bad borrowers) of retail 
and corporate clients 


e Has 4.4 per cent in a first of 
its kind bad assets 
company, ARCIL 


e Has 3.75 per cent i in NSDL 
or National Securities 


Depository Ltd 
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include Tata Steel's buyout of Corus (where Citigroup 
global represented the Tatas), UB’s takeover of the UK- 
based Whyte & Mackay (where Citi provided acqui- 
sition financing of $619 million). What's more, Citi fi- 
nanced M&A worth $15 billion in 2006-07. The in- 
vestment bank also helped arrange convertible bonds 
worth $480 million for jsw Steel, Era Constructions and 
Core Projects & Technologies. It also handled $2 bil- 
lion foreign currency bond offering—India’s largest— 
for ICICI Bank. “We do not compromise on credit 
standard. We have prudent lending norms and are 
not doing zero-fee deals just to garner business. We have 
financed some of the largest global acquisitions by 
Indian companies," says Nayar. 

In the medium to long term, the billon dollar ques 
tion is whether Citi goes on to increase its 12 per 
cent stake in housing finance major HDFC, which, in 
turn, controls HDFC Bank, whenever regulations permit 
foreign banks to acquire domestic banks. After all, 
Citi has been following a similar game plan in other 
growth markets like China and Korea, and the India 
road map may not be too different. 8 
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Rising interest rates have 
taken their toll. Sales in the 
first quarter are down 

14.5 per cent, and every 


manufacturer เร cutting 
= back on production. 
KUSHAN MITRA 
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Pawan Munjal, MD, Hero Honda Motors; Rajiv Bajaj, MD, Bajaj Auto; and Venu Srinivasan, CMD, TVS Motor 


HERO HONDA BAJAJ AUTO TVS MOTOR 
Pawan Munjal, MD, Hero Honda Rajiv Bajaj, MD, Bajaj Auto, sees the Venu Srinivasan, CMD, TVS Motor, is bet- 
Motors, has seen sales decline only 2.4 sales decline of 23.7 per cent as a mixed — ting big on Indonesia. In India, sales are 
per cent in the first quarter. But margins blessing, because it is restricted solely to down 39.4 per cent in the first quarter; 
fell to 7.4 per cent during the last quarter the company's thinly profitable 100cc TVS's market share has dropped below 








of 2006-07 and are expected to decline bikes. Net margins, at 10.7 per cent, are 10 per cent for the first time, and its mar- 
further. Most analysts maintain a "hold" stil better than those of the competition. gins to 1 per cent. Analysts are highly 
position on the company. Most analysts are still bullish on Bajaj. pessimistic about the company. 
NHILL The numbers don't make for pleasant reading at all. OVERALL 
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HE FIRST CLOUDS BECAME 

visible on the horizon in 

January. That's when the 

roar in the motorcycle 

sector growth numbers be- 
gan to sputter. By March-end, it be- 
came evident that the engine 
was in need of an overhaul—the 
2006-07 figures showed a decline 
of 14.5 per cent year-on-year; for 
the first quarter of the current year, 
the market has declined by a simi- 
lar percentage. This has affected 
the Big 3 of the sector—Hero 
Honda Motors (HHML), Bajaj Auto 
(BAL) and Tvs Motor Company 
(TVS). They have all reported drop 
in sales volumes and all three have 
cut back production. 

So what went wrong? The short 
answer, according to Anil Dua, 
Vice President (Sales and 
Marketing), HHML, is interest rates. 
The sudden tightening of liquid- 
ity, he says, forced many consumers 
to put off their purchases. 
Compounding this problem was 
the exit of financiers from certain 
high volume but risky markets. 
“Dealerships were not registering 
motorcycles and many consumers 
were just decamping with bikes. 
This was particularly rampant in 
northern Karnataka and parts of 
Uttar Pradesh," says Ashok Khanna, 
Executive Vice President and Head 
(Auto Loans), HDFC Bank, adding 
that default rates for motorcycles 
stand at around 2.5-3 per cent, 
much above the default rates for 
cars. "Over 70 per cent of two- 
wheeler sales are financed. The av- 
erage weighted loan amount is 
Rs 36,000 and the average tenure is 
25 months. But given the current 
market conditions, we will be more 
cautious about financing motorcy- 
cles," he says. 

But it isn't just interest rates 
that have hit two-wheeler manu- 
facturers. Rising commodity prices 
are also eating into their margins. 
Tvs Motor had net margins of only 
1 per cent for the fourth quarter of 


2006-07; Hero Honda saw its mar- 
gins decline to 7.4 per cent, and 
analysts expect it to decline further. 
This is a major difference from the 
heady days of 2004-05 when it 
enjoyed margins of over 15 per 
cent. Bajaj Auto's margins also 
shrank to 10.4 per cent during the 
first quarter of the current year, 
but this is still the best in the in- 
dustry primarily because of its prof- 
itable line of higher-capacity mo- 
torcycles and three-wheelers. 

But the negative sentiment has 
not yet filtered into the markets. 
While the Bajaj scrip has declined 
since April, this is attributed to the 
fact that Allianz, its partner in the 
insurance business, had been given 
favourable terms to increase its 
stake in the Jv. In fact, all research 
reports continue to rate Bajaj far 
higher than either of its two main 
competitors. Analysts are less pos- 
itive on Hero Honda, but ล ma- 
jority of them still maintain a 
“hold” rating on the scrip. Tvs 
Motor was the worst performer 
in the BSE-Auto index last fiscal 
and though the scrip has risen re- 
cently, it has underperformed the 
market by a wide margin. 

But things are not that rosy at 
Bajaj. Net revenue for the first 
quarter declined 4.2 per cent to 
Rs 2,109 crore, and net profits 
sank 18 per cent to Rs 226.5 crore. 
But this was due to MD Rajiv Bajaj's 
grand plan of *defocussing" on the 
mass market 100cc segment. *We 
are not interested in gaining market 
share at the cost of margins. Our 
100cc portfolio does not enjoy the 
margins of products like the Pulsar. 
It's a volume game,” he says. In 
fact, the company saw sales of its 
sub-125cc range, where margins 
are wafer thin, decline 39.5 per 
cent. This has actually left the com- 
pany with a more favourable prod- 
uct-mix than in the past. A major- 
ity of its sales now come from 
higher capacity motorcycles where 
it enjoys double-digit margins. 


ROUGH RIDE 
Sales and profits are headed south 
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I Net Sales made a IIl Net Margin 


Net sales, profits in Rs Crore; 
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Hero Honda, TVS Motor Q1 ‘07-08 results not yet 
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AN UNCERTAIN TREND The market is obviously waiting for something to give. 
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However, as Bajaj himself ac- 
knowledged at a recent press brief- 
ing, the company has virtually no 
presence in the Rs 35,000-42,000 
price bracket, which is Hero 
Honda’s mainstay. “We’ll launch a 
new product in that segment in 
September,” says Bajaj. It is also 
shifting production of its Platina 
100cc bikes to a new plant in 
Uttaranchal to take advantage of 
the tax breaks being offered by that 
state; this will help revive margins 
for this line of bikes. There have 
also been reports of a major 
European acquisition but Bajaj de- 
clined to comment on the issue. 


THE OTHERS 


The other companies in this sector are too small to count. 


" HONDA MOTORCYCLE AND SCOOTER INDIA (HMSI) 
The second Honda two-wheeler company in India actually managed to grow sales | 
70.4 per cent during the first quarter. Though its market share in motorcycles 
is barely 4.1 per cent, it dominates the scooter segment in India, which grew 18 
per cent in the first quarter, to 256,000 units with a 60.8 per cent share. 


`W YAMAHA MOTOR INDIA 





Despite getting one of Bollywood's best-known faces, John Abraham, to endorse 
its product line, the company has stalled in India. Sales were down 59 per cent 


Apr. 02, 2007 July 18, 2007 


Squeezed between the Hero 
Honda-Bajaj battle is the country's 
third-largest motorcycle and two- 
wheeler company, TVS Motor. Even 
though it has recently revamped its 
line-up and launched the Apache 
160 RTR, a high-powered sports 
bike, to take on the Bajaj Pulsar 
and (Hero Honda) CBZ X-Treme, 
the decline in margins has taken 
the market by surprise. When BT 
went to press, the company was 
yet to declare results for the quarter 
ended June 2007. The market re- 
mains uncertain about its prospects. 
"The pressure on margins remains ล 
concern," says a recent report by 





for the first quarter of the year. A lack of exciting products and a weak distribution 
structure have meant that Yamaha is quickly joining the ranks of the also-rans 


in this country. 
W SUZUKI MOTORCYCLE INDIA 


to enter the scooter market. 


Y KINETIC MOTOR 





is the dominant player in this market. 
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It sold only 13,800 motorcycles in the first 
quarter, but sales have been climbing 
. Slowly but surely. But its weak product 
portfolio and a small distribution network 
mean it has a mountain to climb. It plans 


In trouble with a capital T, it sold just 200 motorcycles in June. A planned revival 
in the scooter market also hasn't happened. Its erstwhile JV partner, Honda Motor, 
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Suzuki Plant. Manesar 
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Motilal Oswal Securities, which has 
placed the company on neutral. 
"But we expect a turnaround by 
the second-half of the year,” 
Chairman and Managing Director 
Venu Srinivasan told reporters at 
his press conference in Indonesia. 

At Hero Honda, officials admit 
the decline in sales has been “disap- 
pointing” but are quick to point out 
that HHML has actually increased its 
market share. “This has taken place 
across geographies and market 
segments. We have gained share 
both in the base model cb Deluxe 
and in the high-end CBZ X-Treme 
and Karizma product lines," 
says Dua. However, because of the 
slackening of demand, the company 
has decided to put on ice its plans for 
a third plant in Uttaranchal as it 
would have created excess capacity 
in the market. *There will be over- 
capacity for a couple of years even if 
Hero Honda puts off expansion till 
2008. I think it will take two-three 
years for the market to absorb the 
existing capacity," says HDFC Bank's 
Khanna, adding: *There is a lot of 
pent-up demand in the country, and 
we expect sales to pick up in the 
festive, post-monsoon season." 

Therefore, despite the negative 
growth so far this year, most market 
players believe that sales growth 
will pick up going forward, and 
that the sector will end the year 
with sales of a just under seven mil- 
lion units—a growth of a shade un- 
der 7 per cent. So, despite experi- 
encing the worst quarter in recent 
memory, there's hope that come 
September, the party will resume 
all over again. 8 


~ 














— ADVANTAGE IREDA —— 
Interestrate as low as 9.75% p.a. 
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ARKETERS HAVE 
known for some- 
time now the 
southern market's 
penchant for mos- 
quito repellents, coffee, detergents 
and talcum powder. They also 
know that Keralites prefer tea; peo- 
ple in Andhra Pradesh respond to 
the word “mega”; and Tamil Nadu 
likes its cuppa Horlicks. Now, some 
bright ones are decoupling the terms 
“conservative” and “southern con- 
sumer" that had always been a part 
of Indian marketing lexicon. 
IMRB’s household purchase 
panel Marketpulse (June *06-May 
‘07), shows the four southern 
states—Andhra Pradesh, Karnataka, 
Tamil Nadu and Kerala—leading in 
15 out of 38 categories of fast mov- 
ing consumer goods (FMCG). And in 





A. PRABHAKAR RAO 


19 categories, the South has regis- 
tered a higher growth than other 
zones. Marketpulse is the largest 
purchase panel (comprising 70,000 
urban and rural households) run- 
ning in India for over 25 years, and 
tracks over 50 product categories. 

Says Moon B. Shin, MD, LG 
Electronics India, the largest con- 
sumer durables company in India: 
“The booming IT sector is creating a 
huge pool of high-income, tech- 
nology-savvy consumers in the 
South who are more keyed into 
global lifestyle trends. They demand 
the very best in terms of quality 
and innovation." Not surprisingly, 
then, sales of high-end products 
like plasmas, laptops, high-end re- 
frigerators and front-loading wash- 
ing machines are much higher here 
compared to the rest of India. *No 


marketer can afford to ignore this 
region because of this," adds Shin. 
The figures speak for themselves. 
"The South has recorded the highest 
growth rates in all income classes, 
except the super rich (incomes » 
Rs 1 crore). In fact, the region has 
seen the highest growth in the sheer 
rich (incomes of Rs 50 lakh- 
Rs 1 crore) and the consuming class, 
i.e., the middle class,” says Rajesh 
Shukla, Chief Economist, NCAER. 
Little wonder then, that the 
South is emerging as the market to 
crack for every marketing head 
worth the multiple zeroes in his 
pay packet. ^Not only is the region 
registering higher growth rates than 
the North in traditional categories 
like detergents, toilet soaps, tooth- 
pastes and health foods, but also 
in newer categories such as noo- 


SOUTH IS AHEAD ON MOST COUNTS 


The south is fast emerging as the new Mecca for Indian marketers. 


ALL INDIA — 


Detergents/W.Soaps 100 
Toilet Soap 102 
Tooth Paste 103 
Talcum Powder 94 
Milk Food Drinks 108 
Noodles/Pasta/Macaroni 113 
Soft Drinks 85 
Squashes/Powders 04 
Washing Powder/Liquid 101 
Jams 98 
Hair Oil and Dressings 102 
Insecticides 110 


Base: June ‘05-May ‘06 data = 100 





WEST | HIGHER | HIGHER 
| THAN ALL THAN 
INDIA NORTH 

97 4 2 

100 3 3 

100 3 2 

95 5 14 

102 | 3 ] 

112 1 9 4 

9 r9 14 

99 l 3 

100 Í 1 l 

906 | 2 6 

102 0 3 

106 8 14 


19 categories register higher growth in South than other zones; 15 categories register higher growth in South than North; 


total categories: 38; this is not an exhaustive list 
Figures are of the period from June'06-May '07 


Source: IMRB International 


It offers the unbeatable combination of big-spending and experimentative 
consumers, who have the appetite and the wallet to spend. Some smart 
marketers are finally waking up to its lure. si) ui PANDE 
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Southern Comfort 

Customers down south seem to like high-end, high-tech appliances 
Air-Conditioner Sales 

Split . Window 











18 
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29 _ 
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Colour TV Sales 
Flat . Conventional 
38. | 9 — @ 
26 29 
23 23 
19. — 14 
dles, pasta, macaroni and Washing Machine Sales 
soft drinks," says Nikhil Automatic Semi Automatic 


Rawal, Senior vP & ED, 
IMRB International. Adds 
Amita Shetye, Director, 
Client Solutions, 
ACNielsen, India, another 
of India’s largest market 
research firms: “The 
South is reporting aggres- 
sive growth rates in the 
sales of packaged food 30 
categories such as tea, 30 
vanaspati, ghee, etc. These — ,, 
are categories in which 
the North and West zones 
have traditionally been 
bigger." This is validated 
by Srikanth Sriniva- 
samadhavan, Head of 
Consumer and Market Insight, HUI: 
“The South is an important driver of 
the FMCG market." 

Rising affluence levels, educa- 
tion and changing social mores, in 
fact, are turning the Indian market 
place upside-down. People in 
Bangalore, for examples, are keen 
diners, observes Amit Dutta, vp, 
Brand & Customer Engagement, 
American Express. “Over 35 per 
cent eat out more than once a week, 
and we have found them to be the 
largest takers of golfing facilities. 
In fact, Bangalore is a microcosm of 
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South ไพ ส East 
Source: CEAMA (Consumer Electronics & Appliances Manufacturers Association) 
Figures in per cent 





Refrigerator Sales 
Frost Free 


Direct Cool 
24 






North S West 


a larger trend across entire South," 
he says. 

Adds Darshan Mehta, President, 
VF Arvind Brands: “Bangalore is 
emerging as the San Francisco and 
Los Angeles of India; trends start 
here and aggregate in Mumbai and 
Delhi, like they do in New York." 
The South also has its own fash- 
ion idioms. *No other market has 
the kind of media penetration and 
dedicated regional channels as the 
South. Besides, people here are far 
more urban and literate compared 
to the North. So, it is natural that 





He says the tech boom has spawned rich consumers in South 





fashion cues are emerg- 
ing from here," says Bijou 
Kurien, President & Chief 
Executive (Lifestyle), 
Reliance Retail. 
Marketers are cashing 
in on this. The largest 
Wrangler and Nautica 
stores in the world are in 
Bangalore. “Even five 
years ago, we found a 
huge lag in southern 
spends, but this is no 
longer the case. People in 
Chennai are conservative 
and stick to known 
brands, but they are big 
spenders all the same,” 
says Fazle A. Naqvi, ED, 
LMG Brands India which 
owns Lifestyle stores and is part of 
the Dubai-based $1,6-billion (Rs 
6,560 crore) Landmark Group. 
This is drawing other luxury 
brands. “The South has always been 
a very important market for all 
Swatch Group brands, be it Breguet, 
Omega, Rado, Longines, Tissot or 
Swatch,” says G. Kannan, Country 
Manager, Swatch Group (India). 
So, while Delhi and Mumbai have 
traditionally been the main mar- 
kets for groups such as Swatch, the 
southern troika—Bangalore, 
Chennai and Hyderabad—have 
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OPEN TO CHOICES. 


The HP BladeSystem c-Class with 
Virtual Connect Architecture. 


Finally, an IT infrastructure that gives you just what you want 
HP Virtual Connect Ethernet and Fibre Channel virtualisation 
modules are built with unlimited flexibility. All you need to do is 
wire it once, and then you can add, replace or recover servers 
on the fly. Virtual Connect modules with HP BladeSystem 
c-Class offer improved manageability, scalability and enhanced 
responsiveness to business requirements, enabling you to 
exercise a greater level of control over IT environments 


And that's not all, the HP ProLiant BL460c Blade Server featuring 
Quad-Core Intel" Xeon’ Processors is versatile enough to 
support 32-bit and 64-bit computing environments. Take a close 
look at the HP BladeSystem c-Class — it has next-generation 
technology that deals well with change, so you won't have to 
and see how HP technology ensures better business outcomes 


lake your first step now, get more! Order one HP BladeSystem c7000 
Enclosure with 4 blade servers powered by Quad-Core Intel" Xeoi 
Processors, and choose any one of the following, FOR FREE!" 


A: 4 hours onsite training on server manageoabilihy 
B: Dual ethernet managed gigabit blades switch 
C: Dual "Virtual Connect" architecture-based LAN interconnect 


Hurry! It's a limited period offer 


To experience the HP BladeSystem 
E-MAIL: chandan.pramanik@hp.com 
VISIT: www.hp.com/go/bladesystem 
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emerged as important mar- 
kets. *The South is the hub 
for rr and automobile in- 


SPENDING PATTERNS 


Break-up of spends by categories across regions.* 





dustries. So this trend is | de Noth | East 
here to stay and grow,” Food & Grocery E 3442 | 34.1 
he says. Rent & Utilities ETH 146 133 

American Express Education ZUM 8.5 83 3.7 “There are more end-use 
launched its premium Fuel & Transport EINE 69 6.0 5.5 customers in the South than 
Platinum Club credit card Apparel & Accessories ITEM 49 5? 47 in the North. Our typical 
in Bangalore in May this Communication EU 39 46 3.8 customer profile in the re- 
year and the “leads which Savings & Investments EUM 34 5.3 4.3 gion is a professional, 


Books, Stationery & Music (eK 27 © 36 29 
Servicing of Loans PINE 24 08 143 
Eating Out & Entertainment ! CTR 2.3 2.2 2.3 

| 


Toiletries & Personal Care 


mostly in the IT/ITES sector, 
in the 30-45 age group. As 
the IT boom expands to 
more cities in the South, 


we are getting are not just 
encouraging, but are testi- 
mony to Bangalore’s zest 


for the good life,” Says 
Dutta. The numbers are 
telling: nationally, credit 
cards account for 1.6-1.7 
per cent of the total spend; in 
Bangalore, the figure is 50 per cent 
higher at 2.5 per cent. 

The region is also fuelling the 
boom in the auto sector. The trend 
in car loan disbursements, which, till 
even two years ago, showed a skew 
in favour of the North (38 per cent), 
and the West (30 per cent), has 
now turned around. The pattern 
in the last financial year and in the 
first quarter this year shows that 
the share of the North has slipped 
slightly to 36 per cent, and the West 
to 28 per cent, while the share of 








Fazle Naqvi, ED, LMG Brands India: 





* Not an exhaustive list, therefore, figures don t add up to 100% 
Source: Technopak’s India Consumer Trends 


the South has jumped from 25 per 
cent to 32 per cent. Says N.R. 
Narayanan, Group Business Head, 
Vehicle Loans, icici Bank: “Demand 
for automobiles is growing visibly in 
the South, and more people are 
taking loans for this purpose.” This 
is validated by Maruti, India’s largest 
car manufacturer—its growth in 
the South, at 30 per cent, out- 
stripped its all-India growth figure of 
22 per cent. 

It's more of the same story in 
real estate as well. Says Sanjay 
Chandra, MD, Unitech Group: 


BENE 18 19 |25 


the demand for residential 
properties will only grow." 

Then, Sushmita Bala- 
subramaniam, Associate VP, 
Technopak, busts another myth 
about the southern consumer. 
*Southern consumers are not above 
showing off. They, too, like to 
flaunt, but also like to be known as 
intelligent consumers who are in 
the know," she says. This is un- 
like, say, a Ludhiana, which, ac- 
cording to Mehta, *has the money, 
but is a white safari suit and white 
Mercedes market. It's down south 
that consumers are really cottoning 
on to international trends." 
Point taken. B 








Darshan Mehta, President, VF Arvind Brands: 
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What a thrilling time it is 

to be in Malaysia! Our nation 

is commemorating 50 years of 
nationhood with One Golden 
Celebration. Presenting your 
convention delegates with a wide 
array of exciting and engaging 
activities to make their visit 

a truly memorable one. Let them 
reach for the skies on the 

"Eye On Malaysia," a giant 

Ferris wheel. It will be 

a reward for their efforts 

in the convention hall. 
Comfortably cocooned in an 
air-conditioned gondola, 

they will find themselves 

being gently lifted some twenty 
storeys up. Ünce aloft, they will 
be awestruck by the breathtaking 
panorama of Kuala Lumpur 

City spread out before them. 

This ride of ล lifetime will 
certainly add impact tp any 

|!  Converttion or meeting, so Set 
_ your delegates soaring, The time 
f snow, the place is Malaysia. 
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RANDALL STEPHENSON/ Chairman & CEO/ AT&T Inc. 


“| dont think 





ANDALL L. STEPHENSON'S 

first brusb witb the 

telecoms industry was 

as a ‘tape monkey’. 

This was back in the 
late 70s when he was still a college 
student and working part-time at 
the rr department of Southwestern 
Bell, loading tapes on mainframe 
computers. Today, Stephenson, 47, 
is the Chairman and CEO of 
America’s largest telecoms company, 
AT&T Inc., created out of a series of 
mergers orchestrated by his mentor 
and telecoms entrepreneur Edward 
E. Whitacre. Just a little over a 
month into his new job (he took 
over as Chairman © CEO on June 3, 
2007), Stephenson, whose elder 
brother still works as an installa- 
tion technician for AT&T in their 
home state of Oklahoma, has his 
job cut out. In the short term, he 
must deliver on the financial and 
operational synergies that were 
promised to shareholders of AT&T 
and BellSouth, when the two com- 
panies (besides Cingular) merged 
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are stretched in Ind 


last year. More importantly, the 
$117-billion (Rs 4,79,700 crore) 
AT&T must prove that it can offer a 
more competitive bundle of serv- 
ices—ranging from landline to wire- 
less to TV—than its competitors such 
as Verizon. Finally, Stephenson, who 
has declared wireless as being the 
core of the new AT&T, must build 
presence in fast-growing telecoms 
markets such as India and China. In 
India recently on bis maiden visit as 
the CEO, Stephenson spoke with 
Business Today’s R. Sridharan and 
Amit Mukherjee on AT@T’s plans 
in India and the challenges in the us 
market. Excerpts: 


It's just a little over a month since 
you took over as the CEO and you 
are already here in India. Can we take 
that as a sign of your interest in the 
market? 

If you start with our enterprise 
business market and if you look at 
our customers—General Motors 
and the IBM—they have a need to 
deliver traffic all over the world, 
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but the fastest growing placi 
where they need to deliver tratti 
is India. So we started this process 
some time ago and we were th« 
first to receive a licence from tl 
India government to be a facilit 
based provider here in India. W 
received that licence late last y 
and by April we were operational, 
and we are delivering services 
India. We are doing very well and 
we are up 40 per cent vear 
year. A couple of other facilities 
are already in exhaust. So, vou 
will see our investment pi ins 


celerate. 


What are AT&T's plans in India as far 
as the wireless market is concerned? 
Well, we all sit back in the United 
States and we note the statisti 

we know the growth rate, the pop 
ulation and evervthing. But when 
you come here and see the energy 


in this marketplace, you see th 


depth ot talent IT] human resources 
in this market—not just cheaper 
labour but skilled labour. It's just 


not 8 per cent growth in thi 

five years—this is a long 
growth opportunity in this country 
and ror the people who com: ind 
provide goods and services. So wi 
want to be here. 

Now we are talking about the 
main place we will enter—the 
global enterprise business spa 
But if you watch AT&T from back 
when we were SBC (Southwestern 
Bell Corporation) the time we are 
started—every ume we 
market, we come in one segment, 
we penetrate that market and 1 
we move ro the other scgment a: 
we have success. And you will se: 
that happen here and 1 fully expect 
It. So as we have SUCCESS ITI th 
enterprise business for globa 
multinational corporations you 
will see us move from there t 
India-based Corporations, al | ther 
to small and medium business 
| hope some day we ofrer con 


Sumer services. 
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Would you like to put a time frame 
to that? 

| would like to see it happen next 
week (laughs)... 


You have been meeting regulators as 
well as authorities. Was better und- 
erstanding of the Indian regulation a 
reason behind this? 

We understand the regulations 
today and I would tell you they 
are very open regulatory 
environment and we are 
doing very well. What I 
want to understand is 
where this thing (the reg- 
ulations) is going in the 
wireless market. The gov- 
ernment has indicated 
that they are going to 
make more 3G spectrum 
available. But how will 
they make it available? 
Who will be able to bid 
on that spectrum? So, I 
am trying to understand 
all that. 


So what have you gathered so far? 
Well, if everything works out | 
think we will be able to partici- 
pate in it. 


So you want to enter as a new entrant 
and not necessarily as someone who 
might acquire a company here and 
then subsequently get spectrum? 
Either scenario is possible. The 
market is open to both. 


Is getting into 3G the sole reason 
why you are looking at acquiring 
smaller regional players like Idea 
and Spice? 

We have not indicated that we are 
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looking at acquiring any new 
company. 


The government has already made it 
clear that unless and until you are an 
existing player you will not be able 
to get 3G licences. So what's your 
take on this? 

What I understand the rules are— 
in fact, this is how the rules were 
described to me by authorities this 





















morning—to bid on this spectrum 
or to participate in this auction 
you will have to be a licensed wire- 
less carrier. It does not mean you 
will have to be a current provider 
of services. So there is a differ- 
ence. So, could we be a licensed 
carrier and then be allowed to bid? 
Then that would be an interest- 
ing scenario. So, we have to obtain 
a licence first then we can probably 
bid according to the authorities. 


Valuations in the telecoms market 
seem a bit stretched in view of revenue 
not keeping pace with growth. 

People keep missing this market. 


They keep evaluating the market 
using old traditional ways of valu- 
ing the cellular business. We come 
from the Us and in the western 
culture and we are accustomed to 
these $30 (Rs 1,230), $40 
(Rs 1,640), $50 (Rs 2,050) rev- 
enue per subscriber numbers. Who 
would have ever thought that you 
can make money at $8 (Rs 328) or 
$9 (Rs 369) per subscriber? So, 
here is a market where | 
would have never fore- 
casted that companies 
coming here and are 
making 30 to 40 per cent 
profit at $8 revenue per 
subscriber. The model's 
very different here. The 
COst structures are very 
different here. They are 
engineering the networks 
very differently here. 

| guess what I am sug- 
gesting is, looking at the 
numbers, you've got to 
look at India differently. 
This market is about 17 
per cent penetrated with 
wireless. So, can you pen- 
etrate the rest? | suspect you prob- 
ably can. But you need to look at 
what model would the govern- 
ment put in place to get infra- 
structure out there. So, with just 17 
per cent penetration the market 
Is just getting started. 


How do you see a company like AT&T, 
which operates out of the US, operat- 
ing in India with, if | could say, an 
Indian model and cost structure? 
Oh, we have to. If you couldn't 
you wouldn't come here, right? 
And when I see six operators are 
surviving here, I got to believe it's 
sustainable. In fact, watching this 
market I think it can get better. 


Do you think that the US market is less 
competitive than the Indian market? 
It's often described a duopoly of AT&T 
and Verizon. 

Certainly not. There are four large 
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players—AT&T, Verizon, Sprint 
and T-Mobile. All have broad nat- 
ionwide networks with 2G and 
3G capabilities. And so we are all 
investing aggressively in those net- 
works. As opposed to the Indian 
market, where people buy hand- 
sets, in the US we subsidise them 
heavily because it is so competitive. 
The Us market is just as competitive 
as the Indian market though the 
condition may be a bit different. 


Your deal with Apple for 
the iPhone has come un- 
der a lot of criticism and it is 
being described as the 
‘Hotel California’ deal for 
the lock-in until 2012 and 
the exit fee of $175 
(Rs 7,175). 

Well, it’s a free market. 
Other carriers could 
have had the opportu- 
nity to try to acquire 
this, but AT&T was the 
most aggressive. And 
Verizon has an exclusive 


deal on the Motorola Q. Is that 
unfair? We had an exclusive at 
one time on the (Motorola) Razr. 
So, is that unfair? No, it's just the 
way the market develops. This 
phone took us two-and-a-half 
years to develop and make it com- 
patible with our network—that's 
not an easy thing to do. 


For AT&T, is India a better market 
than China? 

Yes. The entire Indian market is 
under one regulatory authority 
which is very important. It’s also 
very unique. I think (operators) 


122 BUSINESS TODAY AUGUST 12 2007 


will be hard-pressed to find a mar- 
ket like this. You have one billion 
people under one comprehensive 
set of regulation. So, you can put 
together an investment plan to 
come in and address that size of the 
market under one regulatory regime. 
That's important and it gives you a 
lot of confidence to come into a 
market like this and invest. 


In retrospect, was it a bad idea to 
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exit from Idea Cellular? 
Of course, it was. It kind of seems 
obvious, doesn't it (laughs)? 


AT&T had acquired a national long 
distance licence last year. How agg- 
ressively are you pursuing this 
business? 

We got the licence in October and 
six months later by April we were 
up and operational, selling serv- 
ices and we are having a lot of suc- 
cess in this marketplace. We had a 
number of nodes where we had to 
augment new capacity. We have 
already added two more nodes this 


year and I think we would acceler- 
ate some of these investments as 
well. Through this we are offer- 
ing IP-based services delivering data 
and voice globally. So we started 
with multinational corporations 
headquartered out of the us that 
have traffic in India and now we are 
looking at Indian corporations that 
have traffic needs outside of India. 
We are looking at a 40 per cent 
growth on a year-to-year basis. 


Are you looking at India in a 
big way for product devel- 
opment? 

We have a number of 
areas where product dev- 
elopment is going on. 
USinternetworking—they 
are the application host- 
ing company that we just 
bought last year. Product 
development for that 
company is going on in 
India. Sterling Commerce 
our B2B company—a big 
one in the us—product 
development for this is 
also on in India. We are 
doing a lot of product de- 
velopment for our legacy businesses 
back in the United States right here 
using Tech Mahindra and Infosys. 
So, we are using that IT infrastruc- 
ture here a lot. Besides, we are 
looking at how we can take ad- 
vantage of the intellectual capital. 
Things get done here fast, there 
are some really good thought 
processes here. So, we will do à 
lot of thinking on this. 


Do you think the current rate of growth 
in telecoms in India is sustainable? 
Absolutely. Considering the fast 
economic growth of India and the 
intellectual capital, I think achiev- 
ing a 50 per cent penetration with 
a $7 (Rs 287)-revenue per user 
seems very achievable. | have no 
doubts that number is achievable. 
| have seen it play itself out far 
too many times, W 








INDIA’S MOST 
INVESTOR-FRIENDLY 


COMPANIES 


OUR FOURTH ANNUAL SURVEY OF COMPANIES 
THAT HAVE DELIGHTED THEIR SHAREHOLDERS THE MOST. 
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They aren't the biggest by revenue, 
profits, or market cap. But they are 
the biggest by consistency of 
returns, reporting and respect 

for their investors. 


INDINS MOST 
INVESTOR-FRIENDLY | 


COMPANIES 


HAT'S THE FIRST THING THAT STRIKES YOU ABOUT OUR LIST OF 19 COMPANIES ON 
the right hand page? If you said that only two of them are Sensex stocks 
(Ambuja Cements and icici Bank), then you are bang on. Therein lies an im- 
portant point about our annual study of India’s Most Investor-Friendly 
Companies: that a company doesn’t need to be big to treat its sharehold- 
ers like kings. You don’t need to be big to pay dividends regularly, close your books on time, 
or hold your annual general meetings every 12 months. All that you need to be is: A com- 
pany that makes lots of cash, operates in an industry that is booming (in the times we live 
in, you'd be egregiously unlucky if you weren't in one), and wants to do good by the share- 
holders. Ergo, top of the heap is a gems and jewellery exporter called Rajesh Exports, fol- 
lowed by a bunch of manufacturing and services companies. 

Making the cut wasn't easy for any of them. For that, they needed to prove that a) their 
stock appreciation was extraordinary over a three-year period, b) they weren't tight- 
fisted in payouts, c) they disclose shareholder information adequately, and d) had few in- 
vestor complaints (see How We Did It, page 136). In sum, you need to be a great company. 

Take Aban Offshore, for example. The oil drilling services provider focuses on more lu- 
crative contracts and recently acquired Norway's Sinvest, which is a company that invests in 
oil and offshore firms. Its executives say that Aban will have no problem growing at 60 per 
cent year-on-year for the next three. Also, consider Gujarat Fluorochemicals. It's a company 
that buys its raw material (common salt) for $10 a tonne and sells the finished product for 
$9.000 a tonne. If that isn't a winning business model, nothing is. Therefore, if you are look- 
ing to spot some future Sensex stocks early on, this list is a good place to start. 
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THE INVESTOR-FRIENDLY ONES 


1 Rajesh Exports 

1 Gujarat Fluorochemicals 

3 Aban Offshore — — 

4 Kalpataru Power Transmission 
4 Praj Industries 

4 Reliance Capital 

7 Crompton Greaves 
7 Unitech 

9 Ambuja Cements 
10 KPIT Cummins Ir 
11 Rolta India 

12 Subex Azure 

13 Emco 

14 Maharashtra Seamless 

15 Jindal Saw 

15 Marico 

17 ICICI Bank — — 

18 ABB 

19 Century Textiles & Industries 











A Cut Above The Rest 


ISMAL INDUSTRY LANDSCAPE, 
Ib sector and words 

like price, purity and brand- 
ing completely unheard of—while most 
will find this a recipe for disaster, two 
brothers in Bangalore have crafted an 
extraordinary success story out of 
these. Seventeen years ago, when 
brothers Rajesh and Prashant Mehta 
decided to get into their family business 
of jewellery, the first lesson they learnt 
was a valuable one. They realised that 
Indians were not inclined to pay for de- 
sign and mostly looked at weight of the 
jewellery. Hence, it made sense for 
them to test foreign shores. Says Rajesh 
Mehta, Chairman, Rajesh Exports: 
*We quickly realised that the market 
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RAJESH EXPORTS 
RAJESH MEHTA 


Chairman 


INDUSTRY: 
Gold and diamond jewellery exports 


MOST INVESTOR-FRIENDLY MOVE: 
Increasing their economies of scale, 
which boosted exports and also the 
company’s net profits 

SHARE PRICE AS ON JULY 20, 2007: 

Rs 563.65 

SHARE PRICE AS ON JULY 21, 2004: 

Rs 32.87 


Source: CMIE; adjusted closing stock price 
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Midas touch: Rajesh Mehta's firm is 
the single-largest importer of gold 
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lay in exports. So the company 
started focussing on its manufac- 
turing skills to cater to the export 
market." Today, the manufactur- 
ing prowess of Rajesh Exports is 
recognised the world over. Its plants 
can handle 250 tonnes of gold per 
year. Year after year, Rajesh Exports 
is the single-largest importer of gold 
in the country. 

This is how the numbers stack 
up for Rajesh Exports. The com- 
pany notched up a turnover of Rs 
34.63 lakh in the first year of its op- 
erations, while it ended 2006-07 
with revenues of Rs 6,893.36 crore. 
Till recently, its margins were very 
low as the company did not have 


scale—on Rs 6,893 crore turnover, 
the company's net earnings were 
Rs 101.28 crore. However, the net 
last year leaped by 223 per cent 
against the previous year *as our 
scale provides us economies that 
others will find hard to replicate," 
says Mehta. After its stunning run in 
exports in the last 12-24 months, 
the company has now turned its 
attention to the domestic market. 
While exports account for 92 per 
cent of its revenues even today, the 
plan is to have a revenue ratio of 
30:70 in favour of the domestic 
market in the next five years. This is 
because “while Indians are still keen 
on value for money, for the first 


Growth from Thin Air 


carbons (CFCs)—refrigerant 

gases highly injurious to the 
ozone layer—to now building a 
very smartly diversified and envi- 
ronmentally friendlier chemical- 
cum-power-cum-multiplex business, 
Gujarat Fluorochemicals seems to 
have pulled off one of the most 
striking business transformations in 
recent memory. 

It’s a makeover that has made 
GFL a darling of the investors— 
quite a feat for a chemical business, 
which is widely regarded as ‘com- 
moditised' and hence cyclical, low- 
return, and risky because of its po- 
tential to pollute the environment. 

Incorporated in 1985 and a part 
of the Inox Group, promoted by 
D.K. Jain and family), GFL’s sales 
jumped 215.21 per cent year-on- 
year to Rs 573.77 crore and net 
profit rose 151.08 per cent to Rs 
241.87 crore in fiscal 2006-07. 
About Rs 390 crore of the revenue 
came from 6.5 million carbon cred- 
its GFL sold to buyers in developed 
countries under Kyoto Protocol's 
clean development mechanism 
(CDM). This year, GFL hopes to sell 
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7.5 million carbon credits for about 
Rs 550 crore. *The global carbon 
credit market should continue to 
yield us revenues for the next 5-6 
years, at least," says Deepak Asher, 
Executive Director, GFL. 

Inox Leisure Ltd, GFL’s sub- 
sidiary (now publicly traded after its 
IPO last year), is growing at a fast clip 
too, earning a net profit of Rs 24.79 
crore (year-on-year growth of 
141.33 per cent) over sales of Rs 
153.01 crore (year-on-year growth 
of 142.85 per cent) last fiscal. 

For GFL and its investors, the 
celebrations have just begun. 

KAPIL BAJA] 





Rajesh Exports’ manufacturing unit in 
Whitefield, Bangalore 


time they are willing to look be- 
yond weight and focus on purity, 
range of jewellery and design,” as- 
serts Mehta. 

The stock market seems sure of 
the company’s future. In 12 years, 
the company’s topline has multi- 
plied by more than 200 times. “An 
investor with Rs 50,000 in our IPO 
would be sitting on Rs 27.5 lakh ac- 
cording to the current market 
price,” says Mehta. Not surpris- 
ingly, Rajesh Exports tops our list. 

VENKATESHA BABU 


COMPANY: 


GUJARAT 
FLUOROCHEMICALS 
DEEPAK ASHER 

Executive Director 

INDUSTRY: 

Refrigerant gases and wind power 


MOST INVESTOR-FRIENDLY MOVE: 
Streamlining the chemical business 
and entry into carbon trading 


SHARE PRICE AS ON JULY 20, 2007: 
Rs 677.45 

SHARE PRICE AS ON JULY 21, 2004: 
Rs 28.29 


Source: CMIE; adjusted closing stock price 


Green makeover: Asher's GFL sold 6.5 million carbon credits in 2006-07 
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Floating High on Consistency 


AKING ITS THIRD CONSEC- 
utive apppearance on our 
list is Aban Offshore, the 
largest private sector drilling services 
provider in the country. It has had 
a consistently impressive run, thanks 
largely to its time-tested and well- 
oiled strategy. “It is due to our abil- 
ity to spot opportunities and capi- 
talise on them quickly," says com- 
pany Deputy MD C.P. Gopal- 
akrishnan. A classic example of this 
practice is the 100 per cent acqui- 
sition of Norwegian company 
Sinvest, completed in mid-July. 
The company's income is ex- 
pected to vault on the back of its 
long-term contracts, which are ex- 
pected to see steady returns. While 
Gopalakrishnan won't talk growth 
numbers, a 60 per cent CAGR (com- 
pounded annual growth rate) for 
the next three years does not seem 
too difficult, according to investors. 


Between 2004-05 and 2005-06, 
Aban's turnover jumped from Rs 
297 crore to Rs 505 crore, while net 
profits for the same period grew 
from Rs 51.72 crore to Rs 83.81 
crore. Last year, Aban had a 
turnover of Rs 556.7 crore and a 
net profit of Rs 91.5 crore. With the 
Sinvest buyout, one can expect 
more. The company is well poised 
on the third-party services front. 
Last year, Aban had entered into a 
three-year contract with ONGC for its 
rig Aban-11 for Rs 400 crore. The 
other rigs coming up for renewal are 
likely to fetch higher day rates (over 
$85,000 or Rs 34.85 lakh per day 
for ONGC). No wonder then that 
dividends are coming at a rapid 
pace—150 per cent on a face value 
of Rs 2 per share—and market cap- 
italisation —Rs 11,000 crore—is 
growing faster than ever. 

NITYA VARADARAJAN 





A Trek into the Uncharted 





Capitalising on opportunities: |s 
Gopalakrishnan’s forte 


COMPANY: 


ABAN OFFSHORE 


CP GOPALAKRISHNAN 
Deputy Managing Director 


INDUSTRY. 
Third-party offshore drilling services 


MOST INVESTOR-FRIENDLY MOVE: 
Focussing on high-value contracts, 
and acquisitions 


SHARE PRICE AS ON JULY 20, 2007: 
Rs 2,984.95 

SHARE PRICE AS ON JULY 21, 2004 
Rs 150.98 


Source: CMIE; adjusted closing stock price 


ROM BUILDING TRANSFORMERS IN THE EARLY 80$, KALPATARU POWER TRANSMIS- 


COMPANY: 


TRANSMISSION 
MOFATRAJ MUNOT 


Chairman 


INDUSTRY: 
Infrastructure 


MOST INVESTOR-FRIENDLY MOVE: 


entering newer businesses 


Rs 1,517.6 





Rs 42.5 


Transforming change: 
Excel is the word for Munot 
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KALPATARU POWER 


Diversifying its product mix and 


SHARE PRICE AS ON JULY 20, 2007: 
SHARE PRICE AS ON JULY 21, 2004: 


Source: CMIE; adjusted closing stock price 


sion has come a long way to become an infrastructure player. It’s been an ac- 
tion-packed time for the company as it is involved in turnkey projects from 
constructing towers to power generation and distribution plants, and even build- 
ing oil and gas pipelines. “Our ability to enter into newer businesses at the right time 


has been the key to our success," says Mofatraj 
Munot, Chairman, Kalpataru Power Transmission. 
Sample these numbers. From revenues of Rs 360 
crore in 2004, the company has grown to Rs 1,600 
crore in revenues in March 2007. In the same period, 
profits surged to Rs 158 crore from a mere Rs 14 
crore in 2004. *Our focus has been to excel in our 
work," says Munot. Kalpataru's core business still 
continues to be transformers—it accounts for two- 
thirds of the company's total revenues. No won- 
der, the stock has become the darling of the market 
players—it has surged 3,100 per cent from Rs 34 on 
March 31, 2004, to Rs 1,088.05 on March 31, 
2007. Coming to this fiscal, the world's fifth-largest 
towermaker plans to tap the market for its acquisi- 

tions and forays into newer segments. 
MAHESH NAYAK 
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The Green Buck Beckons 


'STLED IN A QUAINT AREA 
Ns the Mumbai-Bang- 
alore highway, the Rs 616- 


crore Praj Industries has firmly en- 
sconced itself as one of the leaders 
in its space on the back of a ‘green 
trajectory’. 

Praj, which provides technol- 
ogy, engineering expertise, plant 
and equipment for ethanol and bio- 
diesel production to the distillery 
and brewery industries, has set its 
sights on becoming a global leader 
in ethanol technology. Says com- 
pany Chairman Pramod Chaudhari: 
“We are expanding our horizons 
into newer clusters of knowledge 
like biotechnology and (will) blend 
it with our existing knowledge in 
agri-processes and process 
engineering.” 

This is how the numbers add 
up. The company ended March 
2007 with a year-on-year topline 


growth of over 120 per cent. The 
net income of the company rose 
from Rs 270 crore recorded for 
the year ended March 2006 to Rs 
616.40 crore in March 2007, while 
profits grew over 200 per cent from 
Rs 24.41 crore to Rs 86.52 crore 


for the same period. 


Interestingly, this scaling up is 
not just in terms of numbers, but 
also in terms of higher throughput 
and better solutions. According to 
Shashank Inamdar, Managing 
Director, Praj Industries, what has 
also helped the company grow is the 
fact that the renewable energy in- 
dustry itself is on a growth path 
and is gaining more importance in 


the recent times. 


With a market capitalisation of 
over $1 billion, Praj is on a high 
and the investors are surely not 


complaining. 


ANUSHA SUBRAMANIAN 


Hitting the Right Notes 


UMEGH GOSWAMI 





Impressive growth: Ambani has 
reason to smile 
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Clear goals: Chaudhari wants to be a 
global leader in ethanol technology 


COMPANY: 


PRAJ INDUSTRIES 
PRAMOD CHAUDHARI 


Chairman 


INDUSTRY: 
Ethanol technology 


MOST INVESTOR-FRIENDLY MOVE: 
Declaring second interim dividend of 
90 per cent in March 2007, which has 
already been paid. 


SHARE PRICE AS ON JULY 20, 2007: 
Rs 228.05 

SHARE PRICE AS ON JULY 21, 2004: 
Rs 7.61 


Source: CMIE; adjusted closing stock price 


INANCIAL SERVICES HAS BEEN AMONG THE MOST TALKED ABOUT SECTORS 

for a while now. A burgeoning spending class in India coupled 

with increased options to invest has resulted in a boom in the sector. 
For a player like Reliance Capital, which has a presence in many businesses 
in the financial services sector, it has been an impressive run. 


COMPANY: 
RELIANCE CAPITAL 
NAME: 


ANIL AMBANI 


Le F535 1 QG 


INDUSTRY: 


Financial services ` 


MOST INVESTOR-FRIENDLY MOVE: 
800 per cent increase in market 


_ Capitalisation in the last two years 


SHARE PRICE AS ON JULY 20, 2007: 

Rs 1,204.4 

SHARE PRICE AS ON JULY 21, 2004: 

Rs 119.1 

Source: CMIE; adjusted closing stock price 


Take a look at what the company has 
in the pipeline—a foray into the con- 
sumer finance business, an infusion of 
over Rs 2,000 crore in the life insurance 
business and a possibility of either pro- 
moting or acquiring a bank, subject to 
policy permitting it. 

Reliance Capital came into its own 
after the demerger of the Reliance empire 
in 2005 and since then, the company has 
notched up some striking numbers. 
Reliance Capital Chairman Anil Ambani 
told shareholders at the company’s most 
recent Annual General Meeting (AGM) that 
there had been a sharp increase in market 
capitalisation. “In a short span of two 
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Electrifying Performance 


HAT DOES AN ALMOST ZERO DEBT COM- 
pany do to power its growth when its 
peers in the industry are facing margin 
pressures? In the case of Crompton Greaves, it 
takes the export route and charts out a success 
story. The strategy of going overseas has worked 
well for Crompton Greaves, which has been able 
to mitigate risk as well as maintain margins. In the 
last three vears, the company's revenues on a 
consolidated basis surged to Rs 5,745 crore in 
March 2007 from Rs 1,776 crore in March 
2004. In the same period, the profit was Rs 282 
crore compared to Rs 70 crore in March 2004. 
The market evidently has responded well to 
the company's performance. In the last three 
years, the stock on an adjusted price has jumped 
from less than Rs 10 per share to nearly Rs 200 
per share. Says Sudhir Trehan, Managing Director, 
Crompton Greaves: “The growth in the power 
sector, a slew of acquisitions in the past few 
years and cost effectiveness (includes maintaining 
fixed cost) have been the reasons for our im- 
pressive growth". Today, exports account for 
49 per cent of the total consolidated revenues of 
the company, which is present in North America, 
Europe and South East Asia. 
*We will maintain our topline growth of 


years, our market capitalisation has shot 
up nearly 800 per cent from Rs 3,000 crore 
to over Rs 27,000 crore," Ambani told his 
shareholders. Reliance Capital's gross in- 
come for 2006-07 was at Rs 2,158 crore, 
which is an increase of 128 per cent, while 
net profit was up by 23 per cent to Rs 703 
crore. “Our networth now stands at over Rs 
5.297 crore as on March 31, 2007, placing 
us among the top three private sector com- 
panies in the financial services sector after 
icict Bank and HDFC,” Ambani said. 
Brokerage and investment banking firm 
CLSA, in a recent report on Reliance Capital, 
while putting a buy on the stock, believes, 
“The company can replicate the strong growth 
trajectory in its recently launched retail broking 
and distribution business where it has already 
set up a large distribution network." Music in- 
deed to the shareholders' ears. 
KRISHNA GOPALAN 









COMPANY 


CROMPTON GREAVES 


NAME 
SUDHIR TREHAN 
Managing Director 


INDUSTRY 
Electrical products and services 


MOST INVESTOR-FRIENDLY MOVE: 
Scaling its operations by going 
overseas and making a slew of 
acquisitions 


SHARE PRICE AS ON JULY 20, 2007: 
Rs 263.5 

SHARE PRICE AS ON JULY 21, 2004: Riding high on exports: 
Rs 24.66 Trehan's order book is full 


Source: CMIE; adjusted closing stock price 


E = 4 
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RACHIT GOSWAMI 


around 20 per cent, with margins being steady," says 
Trehan. The company is sitting on a strong order book po- 
sition of Rs 5,400 crore, of which overseas companies 
are likely to account for Rs 3,000 crore. 

MAHESH NAYAK 
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Building Spectacular Profits 


_ SATISH KAUSHIK 












URGAON-BASED UNITECH LTD HAS VAULTED INTO THE TOP LEAGUE OF 
investor-friendly companies this year on the back of stu po returns for 
the shareholders during the last three years—its adjusted Price has risen, 
hold your breath, 37,267 per cent over the last three years. Much of the price ap- 
preciation was a result of the headwind of regulatory changes in the real estate sec- 
tor that Unitech was able to capture as, until recently, 

C the only listed entity of significant size in the sector. 
UNITECH As investor interest has surged, the company 
knows it will have to up the disclosure benchmarks. 
SANJAY CHANDRA GUE เอ น ui each HUE ล ะ ฑ์ แร 0 ม 
Managing Director — ^ from September-end to July 31 this year. “We have 
INDUSTRY: been internally improving our information systems to 
Realestate development — be able to obtain relevant information in a timely 
manner. We are implementing SAP ERP system," says 
The promoters Chandrasdonot = company MD Sanjay Chandra. He defends the low div- 
own any real estate outside of idend payout, saying that the company is in a high 
Unitech, barring two houses growth phase, where shareholder wealth is created by 


SHARE PRICE AS ON JULY 20, 2007: reinvesting profits. 
Rs 564.25 A parting thought: In i its history, Unitech raised an 

















a EN SHARE PRICE AS ON JULY 21, 2004: external capital of less than Rs 40 crore, while its 
[^ m posce For Chandra R15 — — market capitalisation today is around Rs 45,700 crore. 


and Unitech's shareholders — Source: CMIE; adjusted closing stock price SHALINI S. DAGAR 


FORTIFYING THE FUTURE AMBUJA CEMENTS 


I HAS BEEN A DREAM RUN FOR SURESH NEOTIA 
[^ cement industry and the Chakman 
boom in the construction sector 
has helped its cause greatly. Not INDUSTRY 
: Cement 


surprisingly, Ambuja Cements 
Chairman Suresh Neotia made a 
special mention of this fact when he 
addressed his shareholders in March 
this year. *The industry produced 


MOST INVESTOR-FRIENDLY MOVE 
Getting in Holcim as a strategic 
investor at a huge valuation 


SHARE PRICE AS ON JULY 20, 2007 


152 million tonnes of cement in RS 135.3 
SHARE PRICE AS ON JULY 21. 2004: 
2006 and we believe that cement Rs 36.21 


demand should grow by about 10 
per cent in 2007,” he stated. 
Industry experts are of the view 
that there is more action waiting 
to unfold. Ambuja Cements, for its 


Source: CMIE; adjusted closing stock price 


an 18-month accounting period for 
2005-06. 


part, has been registering more than 
an average rate of growth. For 
2001-02, total sales stood at Rs 
1,384 crore, which is now much 
higher at Rs 6,268 crore for 2005- 
06. The company last year changed 





That apart, Swiss cement ma- 
jor Holcim's decision to acquire a 
management control in Ambuja 
Cements has set the tone for a new 
phase. Investors can ready them- 
selves for the next part of the 


VIN NHYHS u3AqN311l 


Ambuja Cements growth story. 
KRISHNA GOPALAN 


its financial year from July-June to On concrete ground: No dearth of 
January-December which resulted in demand for Neotia's commodity 
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Playing with Precision 


ID-SIZED SOFTWARE COM- 
panies with just around 
$100 million revenues are 
supposed to roll over and die or 
become an acquisition target. This, 
at least, is the perceived wisdom in 
an industry where scale is increas- 
ingly becoming everything. It is to 
KPIT Cummins' credit then that it 
has managed to hold its own, 
thanks to its sharp focus on its areas 
of strength. Started by a bunch of 
professional chartered accountants 
in 1990, KPIT till recently had 
Cummins, a maker of diesel and 
natural gas engines, as its largest 
client. Even today, nearly 40 per 
cent of its revenues come from 
Cummins while simultaneously it 
has been able to broad-base its rev- 
enue by getting other customers. 
The expertise KPIT has devel- 
oped in manufacturing space, in- 
cluding sAP package implementa- 
tion, has clearly meant that it has 
managed to bag most of the inter- 
national auto majors as its clients. 


COMPANY 


KPIT CUMMINS 
INFOSYSTEMS 


NAME 
S.B RAVI PANDIT 
Chairman & CEO 


INDUSTRY: 
Software company 


MOST INVESTOR-FRIENDLY MOVE: 
1:1 bonus the company provided 
this year 


SHARE PRICE AS ON JULY 17, 2007: 
Rs 183.75 
SHARE PRICE AS ON JULY 17, 2004: 
Rs 39.04 


Source: CMIE; adjusted closing stock price 


Such is KPrr's dominance (or de- 
pendence, as some would say) in 
this key vertical that the company 
gets 77 per cent of its revenues at 
present from this sector. 

S.B. Ravi Pandit, Chairman and 
CEO, points out, “While it is true 
that scale is important, mid-sized 
nimble players like us have several 


ROLTA INDIA’ DESIGNS ON GROWTH 


ROM A ZERO FII (FOREIGN IN- 

stitutional investor) holding 

company in 2002, Rolta India 
has come a long way regaining Fils’ 
confidence. The rit holding in the 
company stands close to 38 per 
cent at present, thanks to the com- 
pany adopting international financial 
reporting standards. 

A leader in Gis & CAD /CAM seg- 
ment, the company is now graduat- 
ing from a design and engineering- 
driven model to a project-driven 
model, leading to improvement in 
margins. For the nine months ended 






March 2007, the company 
recorded 35 per cent growth 
in topline to Rs 433.44 crore 
(Rs 320.37 crore) on a 25 
per cent jump in net profit to 
Rs 129.47 crore (Rs 104.07 
crore). Says Hiranya Ashar, 
CFO, Rolta, “Going ahead, the 
growth driver for the company will 
be engineering design space that 
will account for 35-40 per cent of 
the total revenue from the current 
31 per cent. And the Gis segment 
will account for 50 per cent of the 
total growth in revenues.” For the 
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Building on core strength: Pandit's 
firm has stood its ground 


advantages. Clients like the attention 
which the top management pro- 
vides in mid-sized companies. 
Also because of our focus, we 
have developed deep domain 
expertise.” 

VENKATESHA BABU 


year ended June 2008, the 
company has projected a 
topline and bottom line 
growth of 35 per cent each. 
By 2008, the company has 
projected to be close to Rs 
1,000 crore in revenues with 
the company growth strategy being 
two-pronged—organic and inor- 
ganic through joint ventures. A step 
in this direction was taken early this 
month when Rolta acquired 
Canadian software company Orion 
Technology. 

MAHESH NAYAK 





DuPont science is developing advanced bio-fuels that will provide improved options for expanding energy supplies. 
This will accelerate the move to renewable resources, which is a sustainable solution to help save the environment. One 
way in which DuPont science provides sustainable solutions for a better, safer and healthier life for people everywhere. 


d DUNT, 


The miracies of science” 
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SUBEX AZURE/ Walking the Talk 


N APRIL LAST YEAR WHEN SUBEX 

Systems, a Bangalore-based tele- 

com software products firm, de- 
cided to acquire Azure in a land- 
mark $140-million deal, its first 
move was to speak to investors and 
communicate the reasons for the 
deal and the business plans for the 
merged entity going forward. “We 
communicated with our investors to 
give them specific information on 
how we would integrate a larger 
company and the redundancy 
caused by the integration," says 


Subash Menon, Founder and CEO of 


the new entity Subex Azure. The 
company then followed up to make 


The deal gave the company ac- 
cess to 23 of the 40 largest tele- 
com companies globally and a com- 
bined market share of over 30 per 
cent in the $250-million telecom 
revenue assurance market and per- 
haps more importantly, a global 
footprint to tackle competition. 

While long-term investors have 


been rewarded with a couple of 
bonus issues and open channels of 


communications with the top man- 
agement, Subex Azure’s financials 
too have been eye-catching. For a 
company in the slow-gestation (and 
high upfront investment) software 
products market, the firm’s topline 
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A great deal: Menon made sure the 
company met all its targets 


and net jumped 78.5 per cent. 
While Subex Azure may have been 
slow to get noticed when it listed 
way back in 1999, it certainly seems 
to have caught the investor fancy 
eight years on. 


sure it met all targets. 


emco/ Expanding Horizons 


T HAS A MARKET CAPITALISATION OF RS 1,000 CRORE 
and has continuously been creating wealth for its 
shareholders with its share price zooming nearly 600 
per cent in the last three years. The stock of the power 
transformer company EMCO has risen from Rs 124.95 in 
March 2004 to Rs 825.85 in March 2007. The rise in 
stock price is on account of sustained growth following 
product diversification that has seen the company’s profit 
jump 10-fold in the past three years from Rs 4.02 crore 
in March 2004 to Rs 40.60 crore in March 2007. 
What started as a transformer-making business has 
now become an assortment of businesses like manufac- 


ture of electronic energy meters as well as setting up of 


a project division for undertaking turnkey projects. Says 
Shailesh Jain, MD, EMCO: “Going ahead, the transform- 
ers and turnkey projects in 400 kV range would be the 
main growth drivers for the company.” 

The third-largest manufacturer of transformers in 
the country has also doubled its capacity to 20,000 MVA. 
The foray into other power equipment like switch gears 
and setting up of power generation plants (270 Mw coal- 
based power generation plant in Maharashtra) will be the 
future growth drivers for the company. Despite increas- 
ing cost, the company is confident of improving its mar- 
gins. Says Jain: *Better capacity utilisation will improve our 
margin by 1 per cent from the current 13 per cent". 

MAHESH NAYAK 
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grew 88 per cent for the last fiscal 


SHEKHAR GHOSH 
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MAHARASHTRA SEAMLESS 
The Quiet Performer 


n. e 


\ 


| year to Rs 
1,394.73 crore. 


believes in gen- 


f oe wack for all kenia, and goes 
his ask quies. Towards this end, his 


company set. 


about improving 


its efficiencies and 
capacities last 





per cent over the 
same period la 






while. net p 
grew 71.90 per 





cent to Rs 235.3 
m ea 


JINDAL SAW/ A Pipeline to Returns 


N AN ECONOMY GROWING AT 9 

per cent and needing large-scale 

energy transportation and water 
and sewage infrastructure, pipelines 
have to be big business—a reason 
why Jindal SAW (JSL) is experiencing 
handsome growth and making its 
investors happy. “India’s GDP growth 
is passing through a very energy-in- 
tensive phase. A 9 per cent growth 
needs at least 15-20 per cent growth 
in pipeline infrastructure for oil and 
gas transportation. So, our business 
is going to ride on strong growth 
in the sectors we serve," says 
Indresh Batra, MD, Jindal saw, 
which makes submerged arc-welded 
(SAW) pipes, ductile iron pipes and 


seamless tubes. 

A part of the O.P Jindal Group, 
ISL, however, currently derives 75 
per cent of its revenues from ex- 
ports, serving markets like North 
America and West Asia. For the 
half year ended March 31, 2007 
(October-September financial year), 
Jindal sAw’s net sales grew 38.9 per 
cent over the same period last year 
to Rs 2461.9 crore. It’s order book 
stands at about $1.5 billion. 

Batra asserts, “We’ll never take 
the risk that we don’t understand 
just because easy liquidity is avail- 
able.” Investors wouldn’t mind that 
at all. 


KAPIL BAJA] 


marico/ Nurturing Investors 





Numbers tell the growth story: 
At Mariwala's Marico 


UMBERS VOUCH FOR THE 
fact that the last five years 
have been a period of sus- 
tained business growth for Marico. 





IWVASOS แร จ จ พ ก 


For 2002-03, the company 
turnover stood at Rs 775 crore, 
while net profits were at Rs 56 
crore. For 2006-07, the company's 
turnover stood at Rs 1,557 crore 
with net profits at Rs 113 crore. 
*For about 3-4 years after listing, 
Marico was perceived as being à 
commodity company rather than 
an FMCG company," recalls Harsh 
Mariwala, Chairman and 
Managing Director, Marico. 

All that seems to have changed 
now and Mariwala has the numbers 
to prove it. His company has had a 
topline growth over the last 26 
quarters and the bottom line has 
consistently grown for 30 quarters. 
“We are one of the few compa- 
nies to give out quarterly dividends 
on a regular basis," says Mariwala. 

KRISHNA GOPALAN 


UMESH GOSWAMI 





Investor friendly: Morparia says 
easy access to information is the key 


ICICI BANK 
Banking on 
Transparency 


EW CAN REPLICATE THE RE- 

markable run icici Bank has 

had over the past few years. 
It has a balance sheet size of Rs 
2,82,400 crore and recently 
crossed the one trillion-mark in 
market capitalisation. The bank’s 
holding company, ICICI Holdings, 
is estimated to have a valuation of 
Rs 44,000 crore.The board rec- 
ommended a higher dividend of 
100 per cent for the year ended 
March 31, 2007, as compared 
to 85 per cent for 2005-06, 

On the bank’s investor-friend- 
liness, Kalpana Morparia, Chief 
Strategy & Communications 
Officer, ICCI Group says: “One of 
the key things we have focussed 
on for over a decade now at ICICI 
is to provide easy access to in- 
formation to all our investors on 
a regular basis.” 

Firmly set on a growth tra- 
jectory, the bank has recently 
raised over Rs 8,500 crore 
through a domestic issue for 
expansion. 

ANUSHA SUBRAMANIAN 


Did you know DuPont crop science grows bumper smiles on farmers’ faces 


Innovations for Sustainability 
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ABB (INDIA)/ Smart Innovator 


ESPITE PLAYING IN A HIGHLY 
[sess market where 

public sector rivals are often 
preferred for large contracts, 
Swedish power and industrial au- 
tomation giant ABB has managed to 
grow its order book by 43 per 
cent, revenues 62 per 
cent and profits by 69 
per cent in the first 
quarter of its financial 
(January to December) 
year. “ABB in India has 
focussed on profitable and sus- 
tainable growth by generating new 
revenue streams to support the ex- 
pansion of core businesses. While 
growing the topline, we have kept 
a constant watch on our working 
capital, kept costs in check and 
maximised operational efficien- 
cies," says Ravi Uppal, vc & Mp, 
ABB India and company’s President 











ABB 


(South Asia Pacific). 

While the company has bagged 
orders from the likes of jsw Steel, 
Grasim, KPTCL and Delhi Metro in 
the last few months, it is on this 
list because of its generosity to- 
wards investors, in the form of a 1:5 
stock split and regular 
dividends. "Investors 
are a key stakeholder 
group and provide di- 
rect capital support. 
They are part and par- 
cel of the company's fortunes and 
prime beneficiaries when it comes to 
sharing the rewards of our strong 
business performance," says Uppal. 
With the power sector expected to 
require investments of over $200 
billion by 2012, the good times 
may have just begun for ABB and 
its shareholders. 

RAHUL SACHITANAND 





CENTURY TEXTILES & INDS 


A Cord of Trust 


HOW WE DID IT 


Screening 
Only those companies that are listed on both BSE and NSE 
and have more than Rs 250 crore in market capitalisation (as 
on March 31, 2007) were selected. This was done to elim- 
inate companies with insignificant market value and also to 
make sure that only companies with high investor interest were 
selected. A total of 697 companies cleared this stage. 
Thereafter, only companies that outperformed the BT 50 in- 
dex over the last three years (not just for three years over- 
all, but for each of the three years—i.e. on a year-on-year 
basis) were considered. The three-year year-on-year crite- 
rion helped ensure that no sudden gainers got into the list. 
Only 112 companies cleared this test. 
Parameters 
The first and the most important parameter is the return 
given to investors, and carries 35 marks (out of 100). This 
is measured by the share price (adjusted for rights/bonus 
issues, etc) appreciation for the last three years. The 
companies that gave more than 1,000 per cent return (to- 
tal and not annualised) got the full 35 marks. Else, the 
marks were awarded on a proportional basis. 

Second is investor care and carries 65 marks, 
distributed over four subheads comprising: 


@ Regular dividend distribution. We considered the average 
dividend payout for the last three years. Companies with 
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over 100 per cent average dividend payout got the full 20 
marks, while the ones below 10 per cent weren't given any 
marks. The others got marks on a proportional basis. 


B Disclosing shareholder information on time. Companies 
where the average gap between quarter ending and results 
declaration date (for the last 4 quarters) was below 10 days, 
got the full 15 marks. The ones where the gap was more 
than 25 days did not get any marks, and those who had a 
gap of 10-25 days, got marks on a proportional basis. 


พ Number of investor complaints. It is natural that big com- 
panies with large shareholder base will have more absolute com- 
plaints. So we have considered the average investor complaints 
(for the last 4 quarters) in respect to the public holding (in Rs 
crore). Companies where the average investor complaints 
were more than one per Rs 1 crore of public holding did not 
get any marks. All others, got marks proportionately. 


พ Holding AGM on time. Companies that conducted the 
AGM within 60 days (of their year financial year ending), got 
the full 15 marks. And the ones where the gap was more 
than 180 days got zero marks. Companies with gaps of 60- 
180 days got marks on a proportional basis. 

The sanity test: Companies that scored no marks on any of the 
above parameters were eliminated, and only those with a min- 
imum average daily turnover of Rs 1 crore (on BSE + NSE) 
were considered. W 
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The Picks of the Bull 


Stock markets are making new highs, but there are 
enough places where you can still spot a good stock. 
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FEW MONTHS AGO, THE 
stock markets faced a major 
hurdle and not many were 
illing to wager that the 
Sensex would cross the 15,500 
mark in four months. But the great 
Indian market story has returned 
to its booming ways. The Sensex 
raced to an all-time high of 15,683 
last week—a 19 per cent return 
since its March lows. The optimism 
has percolated down to the mid- 
and small-cap stocks, including the 
micro-cap stocks. Both the BSE’s 
mid- and small-cap indices have 
increased 26 per cent since March, 
outperforming the Sensex by 700 
basis points. Major IPOs that hit the 
market have sailed through. In 
short, this has been one of the most 
exciting periods of the market. 
Now, market watchers say, mar- 
ket valuations have got back to the 
fair to high levels. With the stock 
market expected to clock an EPS 
growth of around Rs 840 in 2007- 
08, the one-year forward earnings 
stands at 18.5 times. On a historical 
basis, the valuations have topped 
22 times earnings, which is still lower 
than 22.76 hit in the month of 
December 2006. Says Lalit Thakkar, 
Director (Research), Angel Broking: 
“We are definitely near the high 
range. But we are looking at a GDP 
growth of 8-9 per cent and reducing 
long-term interest rate scenario. If 
you factor these in, the market's at 
fair valuation." But over the long 
haul, the stock market still trades at 


lb omfortable levels. Says 


R. Sreesankar, Head (Research), 
IL&FS Investsmart: "I continue to 
believe that there's enough 


momentum. If the earnings growth 
is good at 20 per cent, we are look- 
ing at a P-E of 14 one year from 
now. If it continues for another 
year, we get a valuation of around 
11 times two years from now." 


Inflows Move it all 
If there's reasonable valuation on 
one side, there's a strong foreign 
inflows on the other. This year, for- 
eign investors have pumped nearly 
$5 billion (Rs 20,500 crore) into 
the equity market—largely into the 
bigger stocks, but some have even 
trained their sight on the smaller 
and mid-sized companies. Says 
Rashesh Shah, cro, Edelweiss 
Capital: “As long as there's strong 
earnings and liquidity, this market 
will do well." If nothing at all, the 
global liquidity boom is driving 
more return-hungry investors tow- 
ards India as private equity deals 
too are showing an uptrend, despite 
India being a highly volatile market 
by global standards. Market watch- 
ers are convinced that the money 
flows into India will stay steady. 
Says Ridham Desai, Mb, Morgan 
Stanley India: “The trends are 
favourable towards India and the 
foreign inflows will continue.” 
Perhaps this market is vulnerable 
to a small correction or a major 
sell-off if the quarterlies are below 
expectations, or if there’s an un- 
winding of the derivative positions. 
But, reckons Sreesankar, if you are 
a long-term investor, “it does not 
matter if you get in a 15,600 or 
13,500. It does not make much dif- 
ference to your returns.” As of now, 
the writing on the wall pretells a 
favourable bull market. Market 
watchers are looking into the fu- 
ture and also forecasting the 2008- 
09 numbers. Only if the market 
still continues to run away should 
investors tread with caution 
and buy selectively. Says R. 
Rajagopal, Head (Equities), DBS 
Cholamandalam Mutual Fund: “If 
the P-E ratio goes over the growth 
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As mobile subscriptions 
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Parsvnath Developers 
This company has a 510.85 
sizeable and well- Dec. 01. 2006 





dispersed land bank. 
2006-07 


Sales — 1,534.5* 
Net profit 292.2* 
P-E 20.4 
EPS 18.16# 
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rate, then it will begin to look wor- 
risome. As of now, I am still com- 
fortable with the valuations." 


Look Long 

Investors in the market, however, 
may want to consider their investing 
horizon. As of now, the market has 
moved out of the cheap and attrac- 





SBI 


1,595.6 
The country's biggest July 19, 2007 
bank is poised to 
reap in banking. 
2006-07 
Total income 45,946.42* 
Net profit 4,541.31* 
P-E 18.5 
EPS 86.29* 





*inRscr #inRs Figures are closing prices on BSE in Rs 





682.25 
July 19, 2007 


Tata Steel 


The Corus acquisition 
was timely as steel 
demand soars. 


2006-07 
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tive valuation zone to the higher 
trajectory trading zone. For now, 
investors must look at a much longer 
horizon while investing in stocks. 
Says Shah: “In the short term traders 
take a view, but in the long term inv- 
estors take a view. This market is an 
investor’s market now.” Shah reck- 
ons that if you are looking at the 





Reliance Energy 
Investments in the 
power sector are 
Increasing. 


685.9 
July 19, 2007 
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market from an 18-24 month per- 
spective, you should do fairly well 
for yourself. “You are not buying 
undervaluation now, you are buying 
growth," he says. “There are always 
times in the market when stock 
pickers can find bargains." 

Investing in this market also ent- 
ails looking at the growth stocks 
that are priced reasonably. Much of 
the smart money will be chasing 
companies with good valuations 
and scalable businesses in the next 
leg of the bull market. When the 
market declines—if they do—the 
companies with lower valuations 
could fall, and that will act as a 
cushion on the downside. On the 
other hand, it's possible that such 
stocks continue to climb, and there's 
a high possibility of such stocks or 
sectors getting re-rated. Look for 
companies that can scale up their 
operations in a big way over the 
next couple of years. 


The Small and Undervalued 


There's plenty of scope for the mar- 
kets, and equally for compelling 
stock ideas. One must, however, 
invest in a staggered manner and 
whenever there's a correction, 
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Oriental Bank of Commerce — 25925 
This bank has zero July 19, 2007 
NPAs and good growth 

prospects. 

2006-07 

Sales — 5,643.62* 

Net profit §80.81* 

P-E 1.6 

EPS 33* 





*InRscr #linRs Figures are closing prices on BSE in Rs 
investors should grab the opportu- 
nity to increase allocations. For 
most investors, the small stocks 
story could be their best bet. A rec- 
ent study by Morgan Stanley India, 
Wealth Creators: The Story and 
Beyond, says that micro-caps or the 
bottom percentile of market cap 
were the best performing stocks, 
while the mega caps delivered the 


R. Sreesankar/ Head (Research)/ IL&FS 


“If the earnings growth is good at 
20 per cent, we are looking at a 
P-E of 14 one year from now" 
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Gujarat Gas 287.6 
Huge gas finds will July 19, 2007 
drive growth for 

distributors, 
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worst returns over the past decade. 
Says Desai: “Micro caps have de- 
livered the best returns and investors 
can look at some of these stocks.” 
The report further adds: “As in- 
vestors look to pick the best stocks 
for the coming decade, the histori- 
cal evidence would suggest that they 
should focus on small companies 
with strong earnings growth 
prospects and companies whose 
stocks are trading at throwaway 
valuations." 

Look for investing themes in the 
market. The domestic growth will 
propel sectors such as power, con- 
sumption, banking, infrastructure, 
construction, etc., over the next 
couple of years. However, some of 
the stocks in these sectors are highly 
priced and their valuations are dis- 
counting the next three years' earn- 
ings. Investors should also be aware 
that such high valued stocks could 
have a capped upside and therefore 
subject to a bigger correction if the 
markets tend to taper off. 

Among the foremost sectors 
where there's rich valuations and 
good growth ahead is the financial 
sector. Many brokerage houses and 
fund managers are extremely bullish 
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Ridham Desai/ MD/ Morgan Stanley India 


"The trends are favourable 
towards India and the foreign 
inflows will continue" 


on this sector and even for long- 
term investors, market analysts are 
recommending an investment of 
up to 25 per cent in the financial 
stocks. In the financial sector, the PSU 
banks score over the private sector 
banks on the valuation and attrac- 
tive price to book values. Stocks 
like State Bank of India and Oriental 
Bank of Commerce make attrac- 
tive investments. On the other hand, 
even the private sector banks will see 
a good growth ahead, but their val- 
uations are nearly three times higher 
so there's not much of a valuation 
cushion. The psu banks’ comparative 
advantage over the private bank- 
ing players—many of which are 
trading at higher valuations—isn’t 
likely to falter anytime soon, say 
market analysts. “If the Indian econ- 
omy is going to grow, then the 
banking industry has to grow faster. 
And the valuations of psu banks are 
extremely attractive,” says Thakkar. 

The power equipment, con- 
struction and the capital goods sector 
have a strong growth ahead. 
Companies such as Reliance Energy 
are building go d order book pe )SI- 
tions in their EPC businesses. There’s 
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Rashesh Shah/ CEO/ Edelweiss Capital 


"As long as there's strong 
earnings and liquidity, this 
market will do well" 


The Bulls are Dancing 
The stock market still offers plenty of 
opportunity, depending on where you look. 


THE MARKETS TODAY... 

Markets have zoomed to their all- 
time high and the momentum looks 
strong enough to continue. Foreign 
funds are flowing in and major 
stock indices are booming. Small 
and mid-cap indices have outper- 
formed the major Sensex by 700 
basis points since March this year 


.., ARE AT FAIR VALUATIONS 
Forward valuations are still reason- 
able and stocks are expected to do 
well over the long haul. The Sensex 
is trading at a historical P-E of 22.2 
and a forward P-E of 18.5. With 
the profit growth rates expected to 
remain high at 20 per cent, the 
price earnings to growth multiple 
still looks reasonable at 0.9 times 


LOOK FOR THEMES 

Power equipment, capital goods, 
construction and infrastructure seg- 
ments are all poised to take this 
market forward. The financial sec- 
tor—especially PSU banks—are 
extremely undervalued compared to 
their potential. Look for growth, and 
buy more on a correction 





Lalit Thakkar/ Director (Research)/ Angel Broking 


"If the Indian economy is going 
to grow, then the banking industry 
has to grow faster 


a huge allocation in the power sector 
towards, generation, transmission 
and distribution. Many power equip- 
ment companies manufacturing dis- 
tribution towers and transformers, 
too, have good prospects. Besides, the 
manufacturing sector can see a surge 
in growth since India has cost ad- 
vantage on the labour front. 

The real estate developers who 
have a big pipeline of developable 
projects over the next three years 
should also benefit in this booming 
market. Many strategists who are 
bullish on the industry say that the 
developer business has become big 
in scope and there are plenty of 
growth opportunities. Companies 
like Parsvnath are well poised to 
capture this growth. Other com- 
panies with a significant upside 
potential include Tata Steel. The 
steel cycle is expected to stay buoy- 
ant over the next couple of years, 
and as global synergies play out 
with Corus, the company is only 
likely to get stronger. Besides, with 
big discoveries expected in the gas 
business over the next couple of 
years, distributors like Gujarat Gas 
could get a leg-up. 
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The Delisting Blues 


What you can do when the company you hold wants 
to opt out of the stock exchanges. ANAND ADHIKARI 


OU MAY HAVE MADE MILLIONS 


Nuts & Bolts of Delisting || in new listings of initial pub- 


DEFINITION 

The term "delisting" of securities 
means permanent removal of 
securities of a listed company 
from a stock exchange (SE). 


VOLUNTARY DELISTING AND 
COMPULSORY DELISTING 
Compulsory delisting refers to 
permanent. removal of securities 
from a bourse for non-compliance 
or when the promoter shareholding 
breaches the threshold of 90 per 
cent. In voluntary delisting, a listed 
company decides to permanently 
remove its securities from a bourse. 
If the promoter holding increases 
more than 75 per cent, it can go 
for voluntary delisting. 


EXIT OPPORTUNITY 


FOR INVESTORS 
SEBI (Delisting of Securities) 
Guidelines, 2003 provide an exit 
mechanism, whereby the exit price 
for voluntary delisting of securities 
is determined by the promoter of 
the company in accordance to 
book building process. The offer 
price has a floor price, which is 
average of 26 weeks of traded 
price quoted on the stock exc- 
hange, from the date public 
announcement is made. There is 
no ceiling on the maximum price. 


MINIMUM LOT 
The minimum lot for acceptance is 





ท ศร อ ALIN อ น อ 
to provide exit offer because it con- 
tinues to be listed on BSE/NSE and 
shareholders can exit any time by 
way Of saling sates เก NSEJ BSE. 


Source: SEBI 
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lic offerings, but an opposite 
phenomenon currently taking 
place—and turning quite profitable— 
is ‘delisting’ of shares. A delisting is 
triggered when the promoters’ stake 
(usually companies with well-known 
foreign promoters with a listed sub- 
sidiary in India) in their underly- 


M o oh T T E 
-~ I 


Atlas Copco India: 


The Other Way Out 


ing companies inches towards 
75 per cent. The regulations state 
that: A voluntary delisting clause 
is triggered if a company fails to 
maintain a minimum continuous 
public shareholding of 25 per cent. 
As most foreign companies have 
less than 25 per cent public float, 
the delisting clause comes into play 
(see Nuts & Bolts of Delisting). 





Companies that are possible delisting candidates. 





MNC Industry Promoters’ Sales Net profit Market 
stake growth growth price (Rs) 

Timken India Bearings 80.02% 10% 9% 139 

Atlas Copco India Compressor 83.77% 30% 64% 1,047 

& drilling 

Blue Dart Courier services 81.03% 58% 16.27% 780 

i-flex Solutions Software 80.64% 359; 48% 2,256 

MICO Auto ancillary 60.55% 27% 58% 4,368 


Except i-flex, all companies have December accounting year 


Sales and net profit growth for 2006(-07) 


Market price for July 11, 2007 
Source: BT research 
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the battle can only get tougher! 
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Spot Potential Candidates 
But like any other investment, you 
have to spot the delisting candi- 
date early on to earn handsome 
returns. For instance, Blue Dart 
Express became a potential delisting 
candidate soon after DHL Express, 
the world's leading express com- 
pany, acquired a majority stake in 
November 2004. This express 
courier company soared a whop- 
ping 100 per cent after DHL bought 
stake. The Blue Dart stock gained 
30 per cent to Rs 717 per share 
since the delisting buzz was con- 
firmed in November 2006. 
*Generally speaking, stocks react 
positively on delisting news," says 
S. Ramesh, Chief Operating 
Officer, Kotak Mahindra Capital 
Company. *One needs to look for 
the chances of non-public share- 
holding to go over 90 per cent and 
also the chances of large share- 
holders influencing the delisting 
price," he adds. “Investors should 
get in well-managed companies and 
seek adequate information about 
their companies before taking exp- 
osure," advises R. Swaminathan, 
Head (Mutual Funds), IDBI Capital 
Market Services. But given that 
many companies have a public 
shareholding that's below 25 per 
cent, the road to delisting looks 
rather busy (see The Other 
Way Out). 


Work Backwards 


When the shareholding of a multi- 
national promoter inches towards 
90 per cent (like Atlas Copco 83.77 
per cent, i-flex Solutions 80.64 per 
cent, Timken 80.82 per cent), it's 
time to start doing the math. 
“Identifying these companies can 
offer shareholders an alternative 
path to exit the stock at higher than 
market price and also huge arbi- 
trage opportunity, since the offer 
price is usually higher than the mar- 
ket price," says a recent Edelweiss 
Capital report. 

Another thing to look for is 
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"Arbitrage opportunity is there 
for well-informed investors in 
delisting space but small 
investors should always 

keep away” 

Asit Koticha/ CMD/ ASK Securities 


Up Before They Go 
Delisting companies have 
gained smartly. 


Company Market price One-month 
(Rs) returns (%) 


Blue Dart Express 


3M India 
i-flex Solutions 
All figures for July 2007 


Source: BSE 


the outlook for the broader mar- 
ket. Stay away if there is a possi- 
bility of an imminent fall or if the 
valuations are at their peak. On 
the other hand, if the market app- 
ears stable, calculate the likely 
offer price. SEBI regulations stipu- 
late that the minimum exit price 
for voluntary delisting as the ave- 
rage of preceding 26 weeks from 
the date of public announcement. 
“Investors can also add 20-30 per 





cent control premium over that 
as investors are giving away the 
control to a foreign partner," says 
a research analyst with a domestic 
brokerage house. 


Hold on, if Not Satisfied 


If a company breaches the 75 per 
cent shareholding mark and app- 
roaches the market for delisting, 
there is no surety that it can require 
all of the balance 25 per cent from 
the market. *You can adopt a strat- 
egy to sell shares in lots," says an 
investment advisor. Also, always 
exercise your option towards the 
last date of the offer. 


Play the Arbitrage Game 


You can wait till the announce- 
ment of open offer if your risk 
appetite is high. In fact, arbitrage 
opportunity arises when the open 
offer price is higher than the mar- 
ket price. 

Agrees Asit Koticha, Chairman 
and Managing Director, ASK 
Securities: *The only way I look at 
it is the arbitrage opportunity for 
well-informed investors in delisting 
space but small investors should 
always keep away." 


Stay Invested? 


If you are an existing shareholder 
and you want a higher price, there 
is a window to stay invested in a 
company as a minority shareholder. 
By exercising this option, you lose 
the ‘liquidity’ and also the luxury of 
getting the information on regu- 
lar intervals from stock exchanges. 
"There is nobody to govern. It's a 
very risky proposition," says 
Koticha. However, the open offer 
post-delisting is on for a maximum 
of one month. In case the investor 
does not opt for surrendering his 
shares, he is entitled to regular 
dividends and bonus shares. But as 
there's no market post-delisting 
to determine fair price, investors 
need to re-assess the last option 
closely before deciding. 
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For a Smooth Drive 
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Car insurance tariffs aren't any cheaper 
after deregulation. But things could change. 


NITYA VARADARAJAN 


HEN GENERAL INSURANCE 
tariffs were de-regulated 
in January this year, there 


was widespread anticipation that 
insurance bills would ease and car 
owners would enjoy better coverage 
for less. But seven months into the 
year, there's hardly a reduction bar- 
ring a few areas where the discounts 
have increased. On the contrary, 
the insurance rates have zipped up 
across many areas. Third-party in- 
surance covers are about 30 per 
cent more expensive. Though, 
there's a respite for own damage 
comprehensive insurance policies 
(usually more profitable for insurers) 
which have been granted some dis- 
counts due to increased competi- 
tion. Says Rahul Aggarwal, CEO, 
Optima Risk Management and 
Insurance Services: *The covers 
have remained the same as in the 
past. It is just that the perception 
of risk has changed—and insurers 
are charging different rates for 
different risks." 

Yet car owners are driving home 
better with a more expanded cov- 
erage, not usually given prior to 
de-tariffing. Insurers are looking 
towards expanding and improving 
on existing covers, including op- 
tions like having a replacement car 
either for a fixed period or till one's 
car is back from the garage. Other 


options such as cars serviced at lo- 
cal mechanics (more cost efficiently) 
rather than with big dealers will 
attract lower premiums, but there 
will be higher premiums charged if 
one wants the ‘depreciation’ clause 
knocked off in case a part needs to 
be replaced. As of today, the cus- 
tomer pays for the depreciation—in 
other words, the insurer does not 
totally compensate for the cost of 
the product or spare part but 
deducts the depreciation applicable. 
Over time, of course, new prod- 
ucts are expected to come in car in- 
surance. Says Aggarwal: 
“Companies are waiting to launch 
new products.” 

However, the law has mandated 
compulsory insurance and garages 
ensure that newly sold cars go au- 
tomatically to the insurer they have 
tied up with—incidentally not leav- 
ing the customer with much choice 
(just in case he has his own prefer- 
ence). However, you could change 
your insurer the next year. 

There’s the usual insurance for 
theft, for accident and for partial 
damage or loss. In case of theft or 
accident where the car is completely 
damaged and cannot be salvaged, 
there’s total insurance cover. 
However, partial damage to the car 
—say a fender dent, or a crack in 
the wind shield—the insurance 





What do They Charge? 


Insurance tariffs are not the same 
everywhere. 








DELHI 
insurer indica Honda City Innova 
Tata AIG 16,611 23463 26,178 
HDFC Chubb 14,062 20998 23,075 
Reliance 12,789 23463 25,534 
Iffco-Tokio NA 23463 25,534 
Cholamandalam 12,789 22.234 25534 
Royal 16.611 20998 32912 
ICICI Lombard 15,335 20998 — 23075 
Bajaj Allianz 16,181 20998 2305 
Oriental 11,512 20,998 2305 
National 11,512 20,998 23,075 
United 11,512 20998 23075 
The New India 11,512 20998 23075 

MUMBAI 
Indica Honda City Innova 
Tata AIG 11512 — 23463 23075 
HDFC Chubb 13805 — 22998 2305 
Reliance 12,789 23463 25534 
Iffco-Tokio NA — 2590 23075 
Cholamandalam 16,611 23463 25534 
Royal 15,335 22998 . 27994 
ICICI Lombard 12917 21,245 23318 
Bajaj Allianz 16181 22,998 23075 
Oriental 11,512 22,998 23075 
National 11,512 22,998 23,075 
United 11,512 22998 23,075 
The New India 11,512 22998 2305 
CHENNAI 

indica Honda City Innova 
Tata AIG 14062 — 20998 23075 
HDFC Chubb 11,512 20,998 23,075 
Reliance 12,789 23,463 25534 
Iffco-Tokio NA 25921 23075 
Cholamandalam NA. NA. NA 
Royal 14,062 20,998 2553 
ICICI Lombard 14,062 25,921 25534 
Bajaj Allianz 16,181 20998 23,075 
Oriental 11,512 20998 23,075 
National 11,512 20,998 23,075 
United 11,512 20,998 23,075 
The New India 11,512 20,998 23,075 


Figures are annual premiums in Rs 


N.A.: Not applicable as do not insure 
Source: Optima Risk Management 
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WIRELESS HEADSET 





* Wireless reception from any electrical device 
with audio output 

* A perfect audio chat tool 

* Can be used as FM Radio separately with 

automatic search options 











SIM CARD READER 
* Read, edit and take backup of valuable data 

from your mobile phonebook, SMS etc. 2 
* Simple & easy-to-use device ^ 


* Elegant contour, no extra power, plug and 
play USB port 






SUBSCRIPTION SAVINGS FORM 
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cover is depreciated as per the age of 
the car. For example, if a part costs 
Rs 10,000 to replace and the car is 
three years old with depreciation 
charged at 30 per cent, you will 
get only Rs 7,000 to buy the new 
part. There are different rates of 
depreciation applicable depending 
on the part and age of car (see Small 
Damage, Lower Takes). 


The Premium Drivers 

Premiums differ between compa- 
nies, models and geographies. 
Insurers consider various statistics 
and arrive at the underwriting risks 
and premium. For example, the 
Scorpio is highly likely to get stolen 
in Delhi and therefore attracts ล 
higher risk rating there than 
elsewhere. Likewise, the Octavia's 
spares are expensive and so it gets a 
higher risk rating compared to a 
Honda Civic. Companies also 
charge different premiums based 
on marketing and other overheads 


When Your Car is Stolen 


LODGEANFIR ` | 

A police complaint is a must without 
which insurance claims are not 
possible. 


INTIMATE THE CLAIM 

Convey to the insurers that the car 
has been stolen. Furnish information 
such as insurance policy number 
and the car make and other 
details as required. 

SURVEYOR INVESTIGATES 

A surveyor investigates from where 
and how the car was stolen. 
POLICE RECOVERY 

The police tries to recover the 
vehicle. If they don't, they issue 

a non-traceable report. 
DOCUMENTS REQUIRED 

Vehicle registration copy, FIR copy, 
transfer papers, the original RC book 
(if possible), original insurance policy, 
car keys, a no-objection certificate for 
transfer, indemnity letter on judicial 
paper, letter of subrogation on 
judicial stamp paper. 
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along with their own actuarial - 


experience of claims (see What do 
They Charge?). In all probability, if 
the risk rating by one company 
for a car is lower, there's a 
premium difference. 

Insurers are only too happy to 
cover car insurance, when only nine 
months back they were averse to 
this segment in general. With rates 
going up for third-party insurance, 
it is a must particularly where the 
opposite party gets injured or dies. 

However, there's also a chance 
that insurance rates could go up 
further. *The current prices are still 
unsustainable for insurers, so you 
could see prices moving upwards 
in the future," says Aggarwal. But 
that may still be some time away. 
On the other hand, claims for re- 
pairs are smooth as insurers 
offer cashless settlements. Surveyors 
in leading garages offer a quick 
service. 

The future, however, looks exc- 
iting with newer products such as 
those mentioned earlier. Readers 
may remember that nearly a decade 
ago, public insurers eliminated the 
depreciation option where you get 
the full cost of the part whatever be 
the age of the car—as part of a 
pilot trial, but discontinued the 
same as it was not found viable. 

A comprehensive insurance 
works best for your vehicle, which 


covers both own damage and third- 





SUMEET INDER SINGH 





Small Dam 
Lower Coin 


If the loss is partial, the claims 
are depreciated. 


Depreciation (95) 


For all rubber foie 


Depreciation rate for other parts, including 
wooden, depends on the age of vehicle 
and is as follows: 





These rates of depreciation for replacement of 
parts for partial loss MM di 


categories of vehicles/accessories. 
Source: Optima Risk Management 


party insurance. Owners of second- 
hand cars sometimes don't opt for 
insurance because the depreciation 
of the car that is more than five 
years old brings little in terms of 
insurance compensation. Remember 
that car insurance also covers your 
vehicle for theft and complete loss. 
If you are a new driver with a new 
car, a comprehensive policy can go 
a long way in seeing that your ride 
in the car is a smooth one. 


THE SECRET OF SUCCESS 
IS CONSISTENCY OF PURPOSE’ 


- Benjamin Disraeli 
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For a Rainy Day 


How to ensure that you have enough cash when 


you need it most. cLIFFORD ALVARES 





OUR LAPTOP CRASHED AND 
Y needs to be replaced. Your 
friend's father had a minor 
heart attack and needs some int- 
ensive care. Events like these 
come unannounced and typi- 
cally set you back financially. 
What do you do when these 
unforeseen events strike and 
you require immediate cash? It's 
precisely for these situations that 
you must create a contingency 
fund—a fund that you can bank 
on during emergencies. 

For many it may not be the need 
of the hour, but it can help you 
tide over a crisis situation without 
you having to compromise finan- 
cially. Says Viraj Ghatlia of IL&Fs 
Investsmart: “A contingency fund 
gives you the leeway and helps ind- 
ividuals to counter these emergen- 
cies. It’s like insurance." Eme- 
rgencies require you to be finan- 
cially prepared and have ready cash 
at your disposal. 


Money in the Bag 

How much contingency fund you 
require depends on your financial 
situation and expense habits. If you 
are repaying mortgages or have a 
car or other loans, you should also 
account for these expenses when 
creating an emergency fund. Most 
financial planners suggest that about 
five-to-six months of expenses, inc- 
luding EMI repayments, should be 
your ideal emergency target. But 
there's no thumb rule. You can cut 
back on your emergency fund if 
you find it's too big and unneces- 
sary. Says Ghatlia: "After assess- 
ing expenses, if one finds that the 
emergency fund has more cash 
than required, reduce the funds as 
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dI 
What do you do when 
unforeseen events strike 
and you require immediate 
cash? It's precisely for these 
situations that you must 
create a contingency fund 


per one's requirements. Each ind- 
ividual will have a different req- 
uirement. The idea is to have a 
comfortable fund situation." 

For an emergency fund, don't 
use a normal savings bank account. 
Most investors traditionally use the 
savings bank account but the returns 
here are 3.5 per cent. Further, inv- 
estors will not be able to maximise 
their gains here. The rate of interest 
in a savings account is calculated 


on the lowest balance of the month. 


Quick Cash Options 


von can get the cash you want, but at. a cost. 


Ln 


*Over fixed deposit rate 


So, even if you had an average bal- 
ance of over Rs 2 lakh in your 
account, but your lowest balance 
was Rs 50,000, banks pay you an 
interest only on Rs 50,000 for 

that month. Which is why, the 

humble savings account may not 
be the best place for you to park 


@ your emergency savings. 


What's important is that inv- 
estors can sock away consistently 
in a liquid fund. Returns here are 

higher than normal banking acc- 
ount by 300 basis points. On aver- 
age, liquid funds return about 
7 per cent in the market per annum. 
Says Ghatlia: *The whole idea of 
emergency funds is that it should be 
liquid. At the same time you want to 
ensure that it works for you. Liquid 
funds are best for starting an emer- 
gency fund. They match the criteria 
of quick and easy access to your 
funds and at the same time they 
deliver better returns." Liquid funds 
score on two fronts: they are im- 
mediately accessible, but unlike a 
checking account, one is not 
tempted to withdraw it for small 
setbacks. 

Another option is to invest in a 
floating rate fund. They are more 
tax efficient than a normal liquid 
fund as it attracts a dividend 





distribution tax. The expected yields 
in a floating rate fund are similar to 
a liquid fund at around 7-8 per cent. 
Bank fixed deposits don't make 
the cut. They are locked-in for a 
length of time, and premature with- 
drawals attract a penal interest of 1- 
2 per cent. Income funds and other 
debt funds may also not suit the 
idea of an emergency fund. Says 
Ghatlia: *The objective of an emer- 
gency fund is not to make money 
on the fund. As you move towards 
income funds, you are changing 
your priority from an emergency 
fund to a return-oriented fund." 
Another strategy some financial 
planners suggest is to keep small 
amounts in liquid funds, say about 
two months' expenses, and the bal- 
ance emergency fund in low-tenure 
fixed deposits of one or two 
months. This can pay-off only if 
the fixed deposit rates are higher 
than the liquid fund yields. Banks 
offer around 6-7 per cent for short- 
term deposits. Liquid funds are a 
shade better at 7 per cent. At times 
a sudden fund requirement by banks 
can drive up short-term interest 
rates. This is a time when you can 
make your financial move to an FD. 


The Debt Options 

In extreme cases, debt can come to 
your rescue. Banks are more than 
willing to lend if you have a good 
credit history. If you have sufficient 
collateral, such as fixed deposits or 
shares, the interest rates are lower 
than, say, a personal loan or a credit 
card cash withdrawal. Your best 
bet is the bank overdraft. Although 





Where to 
Stash the Fund 


LIQUID FUNDS 

Emergency funds need to 

be accessed easily and quickly, 
so keep it in a liquid fund. 

This is easily accessible and the 
returns are reasonable at 
around 7 per cent per annum. 
Besides, there's no entry or exit 
load so there's no penalty here 


SAVINGS ACCOUNT 

Don't keep too much of your 
emergency fund here as you 
can easily be tempted to spend 
it. Besides, the interest rate on 
this form of savings is only 3.5 
per cent per annum. Use this 
account only for day-to-day 
expenses 


BANK FIXED DEPOSITS 
Returns on bank fixed deposits 
are around 7-8 per cent per 
year, but the interest is taxable. 
Breaking an FD prematurely 
attracts a small penalty and 
lower interest. You may not 
want to park too much of 
money here. But since the 
money is locked for a period of 
time, you won't break it except 
for a real emergency 


NVXNWVS NIWVH 
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often ignored by many investors, 
it's amongst the best options. On 
fixed deposits, banks usually ex- 
tend about 80-85 per cent credit 
as overdraft. The interest charges are 
cheap, usually higher by about 2-3 
per cent over your fixed deposit. 
But interest is not charged if you 
don't use the overdraft facility. 
Creating an overdraft facility, how- 
ever, requires you to pay a small 
fee to the bank. Investors with bank 
FDs can make the best use of it. 

Loans against shares and other 
certificates like the Nscs (National 
Savings Certificates), and Kisan 
Vikas Patras are cheaper compared 
to a personal loan. The interest rate 
is about 12-14 per cent per annum. 
As far as possible, avoid taking the 
personal loan. These are usually big 
amounts and the interest rate is 
around 18-24 per cent per annum. 
Never use a credit card for emer- 
gencies. Of late, banks have inc- 
reased the risk-weightage on credit 
cards, and that has seen interest 
rates here increase to around 45 
per cent per annum. Defaulters are 
even charged 50 per cent. 

But again your best option is 
to create a cushion for yourself 
with an emergency fund, as debt 
comes at a cost. The interest you 
pay on the debt can delay your fi- 
nancial goals. On the other hand, 
creating the contingency fund may 
seem gruelling in the start, but can 
become easier if you maintain a 
discipline. When you can tide over 
a rough situation with your own fi- 
nancial resources, you will find the 
going worth it. 
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NEWS ROUND-UP 


Pay up and Profit 


If you have a good track record of credit card repayments, you can now enjoy lower interest rates. 


VER THE LAST FEW MONTHS, 
d -=* banks have tweaked 
their interest rates on credit cards 
following the rise in the rates in the 
markets. Earlier, nearly all banks 
had a standard interest rate of 
around 2.95 per cent per month 
on a credit card, applicable to all 
borrowers. But lately, banks have 
begun offering differential rates. 
Recently, icici Bank has increased 
the standard rate on credit cards to 
3.15 per cent per month from 2.95 
per cent earlier. Many other banks 
are expected to follow suit. 

Over the last few months, 
banks have increased the risk 
weightage on credit card loans. 
The interest rates and cost of funds 
have also gone up for most banks. 
Says Sachin Khandelwal, Head 
(Cards), icici Bank: “The cost of 
funds has gone up so the revolving 
credit rates have increased to 3.15 
per cent per month.” On the 
whole, card borrowing has gotten 
more expensive. 

But in a move that is beneficial to 
good borrowers with an excellent 
credit history, bankers are now charg- 
ing lower interest rates on credit 
cards as well. If you are a good bor- 
rower, with a clean credit history, no 
defaults and you revolve your credit, 
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Your purchases on credit 
cards have become costly 
The rate of interest is now 3.15 per cent 
per month (45.09 per cent annualised) 


The rate can go to as low as 1.25 per cent 
(16.08) for good borrowers 
rates can shoot to 3.49 per cent 
(50.93) for defaulters 


you are eligible for a better deal. 
The rate for good borrowers may go 
to as low as 1.25 per cent per month, 
which works out to 16.08 per cent 
on an annualised basis. Banks will 
look at your credit history as well as 
your loyalty to the bank. Banks will 
also look at your purchase patterns 
and payment behaviour for giving 
you the lower rate. Says Khandelwal: 





“The better customers get a lower 
rate. This is how the industry works 
globally." On the other hand, if you 
are a defaulter, credit cards interest 
rates could go to a whopping 3.49 
per cent or 50.93 per annum. The 
trend now is to offer better rates to 
good borrowers and penalise the 
bad borrowers. So, if your payment 
patterns are erratic, even a one- 
time default could cost you a lot. 
On average, though, the interest 
rates for regular credit revolvers 
could hover around 1.99 per cent 
per month or about 26.6 per cent 
per year. The rate on unsecured 
personal loans hovers around 18-24 
per cent. Of late, credit history has 
begun to form an important part of 
risk assessment for borrowers. As 
against a standard rate for all, banks 
are now increasingly looking at the 
risk profile of borrowers before giv- 
ing them a loan. And credit cards 
are no exception. 
CLIFFORD ALVARES 
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Protection for Life 


What the new Tata AIG's InvestAssure Gold has to offer. 


LTHOUGH MANY INDIVIDUALS 

will have some sort of life 
insurance cover, it sometimes 
pays to have a whole life cover— 
whole life stands for 100 years. 
Insurers are offering whole life 
cover along with their unit-linked 
insurance plans. Of late, Tata 
AIG’s latest offering, the 
InvestAssure Gold, doubles up 
as ULIP with the different pre- 
mium paying options. One can 
pay premium for the full term, 
which is 100 minus his current 
age, or opt for a limited premium 
payment term of five years as 
against a single premium pay- 
ment option. 

Premium holiday options are 
available after you have fulfilled a 
minimum term criteria—but if 
the policy holder wishes to dis- 
continue the payment of pre- 
mium, or take a further exten- 
sion of the holiday, he would 
have to write to the company. 
This product offers loyalty bene- 
fits every five years, which is an at- 
tractive feature. But more im- 
portant, since it is spread over a 
really long term, all financial exi- 
gencies can be planned—start- 
ing from children’s education, 
emergency cash requirement, 
steady post-retirement income 
and legacy planning, Says Joydeep 
Roy, Chief Distribution Officer, 
Tata AIG Life Insurance 
Company: “The option to pay 
premiums only for five years as 
well as an enhanced entry age 
up to 70 ensures that today’s eld- 
erly population is not excluded.” 

Policy holders can choose 
from a spread of five fund opt- 
ions: Mid-cap equity fund, ag- 
gressive growth fund, stable 
growth fund, income fund, and 
short-term fixed income fund. 
“The fund options include a mid- 
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Joydeep Roy/ Chief Distribution Officer/ Tata AIG 


“An enhanced entry age up to 
70 ensures the elderly — = 
population is not excluded’ 


T 





ifelong Cover 


How does Tata AIG's life 
premium stack up against LIC? 


TATA AIG'S WHOLE LIFE COVER PLAN 


A Offers full life cover till 100 


A Flexible premium paying term 


either for whole life or for five years 


A Opportunity to earn market-linked 


A 


returns with a potential for higher 
returns through mid-cap equity fund 
and other options 


Assured loyalty benefit at the end 


of every five years 


A Up to 70-year-olds can apply 


LIC'S WHOLE LIFE COVER PLAN 
A Offers life cover till 80—after which 


the survivor or his nominee gets 
the money 


Flexible premium paying term— 
with single and limited-paying- 
term option 


The bonuses provide growth 


With the payment-term-option if 
one is not able to pay for more than 
three years, a reduced sum assured 
is in force, and the policy does not 
carry the profits option 


Up to 55-year-olds can apply 


cap as well as growth and bal- 
anced options. While mid-caps 
could have higher volatility, we 
believe that they offer attractive 
wealth creation opportunity over 
the long term." says Prasun Gajri, 
Senior Vice President and Chief 
Investment Officer. Growth and 
balanced fund options provide 
the options of asset mix of equity 
and fixed income classes. Policy 
holders are allowed to switch 
between funds for four times 
free of cost beyond which there's 
a charge. 

Company sources say the 
maximum return could be 60 
times premium payable while the 
minimum would be as per IRDA 
stipulation, which would be 5 
times or 70 minus age divided 
by 2, whichever is higher. In any 
case, as this is really a long-term 
fund, there are withdrawal 
options too. 

LIC also offers whole life lim- 
ited premium payment options 
with (with profit and without 
profit) options. It offers a single 
premium payment option, or pre- 
mium options to be paid over 
five years to 15 years. Individuals 
can opt for whole life payment 
up to the age 80. Premiums are 
attractive. For example, on a sum 
assured of Rs 1 lakh, a 35-year- 
old will have to pay Rs 2,917 
with a profit option. For 15 years, 
premiums work to Rs 4,444 and 
in the single premium option 
Rs 45,565. Gains on annual and 
limited premium could range 
from Rs 7,48,000 maximum or 
Rs 3,34,000 on the lower side 
(as per IRDA guidelines), but can 
go higher if you take a single 
premium to Rs 12,22,000 maxi- 
mum and Rs 3,34,000 on the 
lower side. 8i 

NITYA VARADARAJAN 


Emerging Enterprises : An Impact Feature 


SMES set 


J 


que credit 


small is really big when it comes to SMEs. And now with some quality finance 
initiatives coming the way of the sector, it is poised to retain its momentum 


t would be hardly surprising that most big names such as 

Wipro, Infosys, Nirma started out as Small and Medium 

Enterprises (SMEs). Whether we discuss, leather, textiles. 
hardware, auto ancillaries, gems and jewellery and even IT, 
SMEs have sure come a long way. The Indian scenario is not 
isolated, despite the proliferation of the Walmarts. Last year, 50 
percent of the US GDP came from small businesses. Even Italy 
derives a large chunk of its GDP from small businesses. But 
before we get onto how important SMEs are, let us try to 
understand, just what really SMEs are, and why finance is at the 
very heart of their existence. 

In June last year, the President gave his assent to the Micro, 
Small and Medium Enterprise Development (MSMED) Bill, 
2006, whose aim is to promote and develop 'small and medium 
enterprises’. Private and foreign banks regard a company with a 
turnover between Rs 10 crore-700 crore to be a ‘small and 
medium enterprise (SME). The MSMED Act regards a 'tiny' 
enterprise to be one whose plant and machinery is worth Rs 25 
lakh or less, a 'small' industry as one whose investment in plant 
and machinery is between Rs 25 lakh-5 crore, and a medium 
enterprise as one whose investment is between Rs 5 -10 crore. 

To put matters into perspective, a recent survey carried out by 
HSBC Asia-Pacific Small Business Confidence Survey brought 
with it very glad tidings. SMEs in India are bullish on economic 
growth in the country. What is more, around 79 per cent of SMEs 
expect economic growth to accelerate in India. 

This sense of overwhelming optimism is reflected in the fact 
that India emerged as the most optimistic country in the sur ey, 


which was conducted in nine countries in the Asia Pacific and 





included Hong Kong, Singapore, Taiwan, Korea, Malaysia 
Australia, Indonesia and China. Around 1.800 SMEs were 


surveyed in the first quarter of 2007. The SMEs surveyed in India 
had an annual sales turnover of less than $11 million. A huge 36 
percent of the SME respondents in India said they would make 
more investments in their business this year. Besides capital for 
fixed assets like land and machinery as also for hiring people 
SMEs require finance for their working capital needs. These 
could be in terms of wages, electricity, water, maintenance of 
inventory, export credit and logistics. 

HSBC is trying to facilitate small 
initial public offerings among SMEs, 
as several private equity funds also 
greater interest in SMEs. Not 

SMEs in 


expected to sustain a growth rate of 


show 
surprisingly India are 
25-30 per cent this year. After all, the 
SME sector accounts for 50 percent of 
the exports and is the second largest 
employment provider after 
agriculture. Players like Bank of 
Baroda, ICICI and HDFC are getting 
aggressive by setting up loan factories 
that reach SMEs directly. They have 





been offering credit cards, overdraft against land and other assets. 
machinery and office equipment finance and even a bundle of 
loans within a given limit. 

It is not only private sector banks that are getting into the 
SME financing game. The Small Industries Development Bank of 
(SIDBI) has about Rs 3,000 
multilateral agencies such as the World Bank, the 


India borrowed crore from 
Asian 
Development Bank and KFW, the German Development Bank 
This is part of the Rs 4,600 crore required by SIDBI, the apex 
lender to SME sector, to meet its fund requirement for the close 
to 30 per cent credit growth in 2006-07 

The Finance Ministry expects the public sector banks' (PSB) 
overall credit exposure to small and medium enterprises (SMEs 
to exceed the targeted growth of 20 per cent this vear. SME credit 
of these banks stood at Rs 1,73,460 crore as on December 31, 
2006, which is a 28.30 per cent increase over the credit level of 
Rs 1,35,200 crore as on December 31, 2005. Analysts believe that 
the current trend indicated that SME credit growth of these banks 
should comfortably exceed the 20 per cent year-on-year growth 


target for the current fiscal 


| | | 
Credit rating | a self-improvement tool. For SBI, the rating will be an additional 
input to objectively and scientifically make lending decisions, 


An essential component of SME finance has to do with credit | and determine terms like interest rates, margins, and collateral 


| 
rating that will enable deserving SMEs to get finance at the right | requirements for SSI borrowers. 
rates. Agencies like CRISIL and SIDBI are doing their bit to help | For SMEs, management evaluation, which is typically an 
matters. CRISIL has entered into an agreement with National | evaluation of the promoters' competence, is critical to the rating. 
Small Industries Corporation (NSIC) to assign ratings under Unlike most large corporates, which have several layers of 
'NSIC-CRISIL Performance and Credit Rating scheme for SSIs'. | professional managers, performance in the case of SMEs often 
This scheme helps SSIs by making rating services available to | depends on the entrepreneurship and resourcefulness of the 
them at affordable fee levels. The Government of India, through | promoters. In assessing a promoter's competence and track record 
NSIC, bears 75 percent of the rating fee for each SSI. as an entrepreneur, CRISIL looks at the past performance of the 
What is more. the State Bank of India (SBI) and CRISIL have | entity and group companies. This provides an insight into the 
reached a Memorandum of Understanding (MOU), under which | promoter's ability to successfully manage the entity through 
CRISIL will assign ratings to small scale industries (SSIs) that are | business cycles. In addition, the entity's ability to develop 
borrowers of SBI. These ratings will be carried out under the | suppliers, integrate with customers, and manage banking and 
NSIC-CRISIL Performance and Credit Rating Scheme for SSIs. | labour relationships, also provide critical inputs to the 
To assist potential and existing SSI customers of SBI in obtaining | management evaluation process. Most SMEs are managed by 
ratings, CRISIL offers a special incentive by discounting its | first generation entrepreneurs, whose continued presence is 
standard fee structure for the rating scheme. crucial to the very existence of the business. CRISIL believes that 
The benefits of the MOU are numerous. The bank's SSI | factors such as the presence of a second tier management, à 
customers can get a CRISIL rating at a very low cost. They can | formal succession plan, and a high degree of professionalism, are 
use this rating to build credibility with SBI, and also with | vital to the long-term sustainability of the entity. CRISIL, 
customers, suppliers and collaborators. Rated SSIs will find it | therefore, critically assesses the organisational structure of the 
easier to obtain funds from SBI at appropriate terms. | entity and the quality of its systems and processes. 
Additionally, the rating report prepared by CRISIL can be used as SIDBI is also taking the rating effort very seriously. SME 


Growth partner of Small and Medium Enterprises (SME) facilities and Term Loans to SMEs. 
Small and Medium Enterprises (SMEs) are the growth engines of * 15 industrial clusters ( Jameshpur, Tripur, Coimbatore, Erode, 
the Indian economy by virtue of their ability to create jobs, foster Ludhiana, Gurgaon, Thane-Mumbai, Panipath, Jaipur, Ernakulam / 
entrepreneurship, and to provide depth to the industrial base of the Kochi, Pune, Aurangabad, Delhi, Hyderabad, Kolkata ) identified for 
economy. Despite their economic significance, SMEs face a number of focused growth of lending to SMEs. 
bottlenecks that prevent them from achieving their full potential. SSI * Bank has established 4 Centralise Processing Cells (CPC) at 4 metros 
have always been attracting preferred attention in our developing for aggressive marketing and expeditious sanction of SME advances. 
economy due to its contribution to GDP, employment generation and Bank further proposes to establish 5 more CPCs at other major centres 
exports. With the liberalization and globalization of economy our in the financial year to expedite flow of credit to SMEs. 
medium sized industries are also facing severe threat of competition % Bank has entered into MOU with SIDBI for joint financing to the 
from global players. It has therefore become important that necessary SMEs at the industrial clusters. 
support is extended to Medium Entrepreneurs also. * MOU with Small and Medium Enterprises Rating Agency (SMERA) 
Union Bank of India, one amongst the top nationalised banks, has for rating of SMEs at concessional fee. As per this MOU, Bank also 
identified itself as a growth partner for SMEs. Bank has registered a year offers interest concession to best rated SMEs. 
on year growth of 35% in SME advances in 2006-07. * Bank has brought out lending scheme "Union High Pride" with 
Bank has taken various initiatives to promote accelerated growth in attractive terms and additional benefits for mid corporates for loans 
lending to SMEs such as : from Rs.5.00 crores to Rs.25.00 crores. 
+ 2110 branches spread over all geographical areas of the country with 915 * "Cash Management Services" are offered for quick realisation out 
branches on Core Banking Platform offering anywhere banking services. station cheques. 
๑ 34 specialised branches exclusively to cater to SSI and Medium % Bank is conducting specialized training programmes for Credit 
Enterprise financing. Officers for efficient handling and quicker disposal of credit proposals. 
* In addition to specialized SSI branches, Bank has selected another 93. * Bank is conducting special marketing drives wherein, at various 
branches including IFB and Overseas Branches, all over the country, centres, bank's executives are holding one to one meetings with the 
depending upon the business tials, for qualitative and accelerated prospective clients offering on the spot "In-Principle Approval". 
growth of SME and corporate advances. * Bank has exclusive SME Cell at its Corporate Office to drive and 
* Bank offers both Fund Based and Non Fund Based Working Capital monitor the flow of credit to SMEs. 





























Shape your premiums the way you want. 


Flat premium rates are out. At ECGC we’ve taken a more flexible approach. Which means your bank 
has various credit insurance covers to choose from. This ensures that the cost of insurance is optimized. 
For more information call us on the below-mentioned numbers. 


Export Credit Guarantee Corporation of India Ltd. 
Express Towers, 10th Floor, Nariman Point, Mumbai 400 021, India. 
Tel: (022) 6659 0500-10 * Fax: (022) 6659 0517 * Toll-free: 1-800-224500 * e-mail: mg@ecgc.in * Visit us at: www.ecgc.in 
Bank Business Branches: 


MUMBAI: Nariman Point : Tel.: (022) 6613 8604 * Bandra : Tel.: (022) 2657 1622 
* NEW DELHI: Tel.: (011) 2371 2640 » KOLKATA: Tel.: (033) 2282 0963 + CHENNAI: Tel.: (044) 2849 1019 + BANGALORE: Tel.: (080) 2558 3995 





Rating Agency of India Limited (SMERA) is a joint initiative by 
Small Industries Development Bank of India (SIDBI), Dun & 
Bradstreet Information Services India Private Limited (D&B), 
Credit Information Bureau (India) Limited (CIBIL) and several 
leading banks in the country. 

SMERA is the country's first dedicated rating agency that 
focuses primarily on the SME segment. SMERA's primary objective 
is to provide ratings that are comprehensive, transparent and 
reliable. This would facilitate greater and easier flow of credit from 
the banking sector to SMEs. SMERA assigns Grades A-D for SMEs 
with net worth, ranging from Rs 20 crore and above on the one hand 
and those with these figures going below Rs 1 crore at the other end 
of the spectrum.A number of banks have announced favourable 
credit terms including reduction in interest rates to units rated by 
SMERA. Andhra Bank, Bank of India and SIDBI has already 
announced reduction in interest rates for units rated by SMERA. 


Growth scenario 


SME lending grew by 14.97 per cent to Rs 1,73, 460 crore as on 
December 31, 2006 from a level of Rs 1,50,871 crore as on March 
31, 2006. Among the large PSBs, State Bank of Indias SME 


credit exposure grew 21.91 per cent to Rs 45,744 crore as on 
December 31, 2006 as against Rs 37,522 crore on December 31, 
2005. Bank of India's credit exposure to SMEs grew by 23.64 per 
cent to Rs 18,221 crore as on December 31, 2006 as against Rs 
14,737 crore on December 31, 2005. 

While Canara 
Banks SME credit 
exposure grew 17.02 per 
cent to Rs 13,300 crore 
as on December 31,2006 
(Rs 11,366 crore), 
Punjab National Bank's 
SME credit grew by 
28.35 per cent to Rs 
13,410 crore (Rs 10,448 
crore). 

On the insurance 
side of the business players like Tata AIG with their 'fleet on the 
street' programme have already got underway; other players like 
Bajaj Allianz are not too far away. 

With statistics like these SMEs are clearly poised to reclaim 
much the same grandeur that they enjoyed in the pre-British era. 











Export Credit Guarantee Corporation of India Limited (ECGC) was set 
up in 1957 to lend support to the export promotion drive of the country. 
ECGC has been set up and owned by the Government of India for 
providing export credit insurance cover to India's exporters and banks. 
ECGC is celebrating its 50th year of providing such services. ECGC also 
issues custom specific covers to the banks and exporters termed as tailor 
made policies. 

Federation of Indian Exporters Organization (FIEO), the apex body 
of export promotion organizations of India has also recognized the 
admirable support played by ECGC over the years to promote India's 
exports and a special award for Outstanding Support Services was given 
to ECGC in December 2006. ECGC which is at the forefront in 
promoting exports also does not lag behind in other fields. It has received 
the ‘Indira Gandhi Rajbhasha Award' consecutively for 10 years for 
implementation of official language. 


What does ECGC do? 

|. Provides a range of credit risk insurance covers to exporters against 
loss in export of goods and services. 

2. Offers covers to banks and financial institutions to enable exporters to 
obtain better facilities from them. 

3. Provides overseas investment insurance to Indian companies investing 
in joint ventures abroad in the form of equity and/or loans. 

It has also tied up with National Small Industries Corporation 
(NSIC) to insure Small and Medium Enterprises (SME) and 16 banks to 
offers its services to exporters. ECGC also procures business through 
other alternative business channels such as brokers. 

Another achievement to its credit is the support for the medium and 
long term sector, Government of India has set up a separate fund called 
'National Export Insurance Account' (NEIA), which is being maintained 
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and operated by a public trust set up jointly by the Department of 
Commerce and ECGC. This fund supports exports involving large value 
projects with unconventional credit terms that are beyond the 
underwriting capacity of ECGC. This fund will also enable exports to 
countries facing persistent economic and financial difficulties. 

Approximately 35% of India's exports are accounted for by the SME 
segment and ECGC provides cover to them with a range of policies such 
as, ‘Standard and Small Exporters policies’. Factoring services, is a tailor 
made package of services designed to securer finance, collection of 
receivables, credit protection and to improve exporters cash flow. 

A range of export credit insurance covers, for the banks, to protect 
their export advances, a scheme first initiated by ECGC in the world. The 
scheme has been modified to suit the requirements of the banks by 
providing customized covers and also to ensure that the SME sector can 
avail the credit facilities on easier terms from the Indian banks. 

The scheme has been sustained by ECGC in the interest of India's 
endeavor to boost exports despite losses suffered by banks while 
financing Indian exporters.India has been exporting for thousands of 
years and in the last fifty years ECGC has made history. With ECGC, the 
Indian exporters have gained confidence to go further, take more risks. It 
also helps make it easier for exporters to obtain export finance from 
banks both at pre and post shipment stage. 

India is poised at threshold of reaching ‘higher and sustainable’ 
growth path and become the second largest economy in the world in a 
few decades. ECGC will play a major role in the next fifty years and the 
path from the golden jubilee to Centenary through its diamond and 
platinum jubilee is clearly defined. ECGC is looking ahead under the 
leadership of Shri. A V Muralidharan, with new determination and 
dedication. It will retain its No. | position in the market as a dependable, 
credible, friendly export credit risk insurer. 


Designer Loans for Medium Enterprises 





With Business loans that respect your | 
soaring ambitions and inner pride. 


Entrepreneurs, strengthen your business acumen. With financial backing | 
Union from Union Bank of India. Presenting Union High Pride, a business loan 
x IGH that fulfills your Working Capital needs and offers Term Loans. So you 
x RIDE B can achieve targets. Avail loans from Rs. 5 crores to Rs. 25 crores. 
imme We provide fast delivery with utmost respect for your ambition and 
pride. Union Bank of Indias Union High Pride, your gateway to success. 


Other facilities include: = Multi City cheque facility = Cash Management Services at 
attractive terms « And more 





Conditions apply 


www.unionbankofindia.com 


aia dee amu ร ู โร ฑา Union Bank of India 
HES NA, ACEH ID Good people to bank with 





Cim Financial Group 
Bth Floor, Les Cascades Building, Edith Cavell St., Port Louis, Mauritius, Tel: +230 213 7676, Fax: +230 213 7677 
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VACANCY 


The Cim Financial Group is looking to recruit a top calibre professional as: 


Chief Executive Officer Designate, Mauritius 


The Cim Financial Group (CFG) is wholly-owned by Rogers & Co Ltd, one of the largest local listed 
conglomerates, with activities not only in Mauritius, but also in the African region. Rogers & Co Ltd has 
an annual turnover of US$ 250M, and a market capitalisation of nearly US$ 250M. 


The CFG, through its operating units, has major operations in offshore administration, credit and lending, 
insurance, stock broking, asset management, call centre and business process outsourcing, and includes 
a well established trading cluster. It has both a domestic and an international client base, and has plans 
to extend many of its activities to the African region. 


It is intended that the chosen candidate will step up to the Chief Executive Officer position by the end 
P of 2008. This position will require someone with excellent communication and leadership skills 
The person will also be expected to manage relationships for CFG companies with the relevant 
Government and regulatory agencies, and all stakeholders. 


Qualifications 


The ideal candidate will hold a postgraduate degree, and/or a professional qualification in a 
management or finance related field, and will have had at least 8 years experience in a senior 
management position, preferably in the financial services sector. A demonstrable track record in business 
development, particularly cross-border, will be an asset. 








Duties and Responsibilities 


The CEO will be responsible to the Board of Directors of the CFG for the overall management of 
the Group with special emphasis on product and business development both locally and in the region. 
The CEO will drive the formulation of strategic plans and their implementation by the operating units. 
He/she will be fully accountable for the performance of the Group. 


Remuneration 
An excellent package will be offered, with a large variable component, commensurate with qualifications 
and experience. 


Applications should be sent to the address below, to reach not later than 15 August 2007: 


Chief Executive Officer 
Cim Financial Group 
8th Floor, Les Cascades Building 
Edith Cavell Street 
Port Louis, Mauritius 


or 
via Email on sunil.banymandhub@cim.mu 


For further information regarding Rogers & Co Ltd and Cim Financial Group, 
visit our websites on www.rogers.mu or www.cim.mu 


A ROGERS INVESTMENT 
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EASING ANGST 


Nlanaging Bullies at Work 


Is a certain nasty individual at your workplace making life miserable for you? 
BT does a reality check on what collateral damage these individuals can 
cause and how companies can deal with them. 


In the right spirit: Pankaj Shanka 


a confici nent si 


HIRTY-NINE-YEAR-OLD 
Dheeraj (name cha- 
nged) was the head of a 
vertical for a Delhi- 
based telecom com- 
pany. Considered a competent per- 
former, he was given charge of a 
crucial project in mid-2005. 
However, the company had not 
bargained for what followed. Over 
the next six months, more than a 
quarter of the people working on 





that project under Dheeraj quit. 
The organisation clearly found 
something amiss there. When the HR 
managers got down to investigate 
the issue, they figured out the reason 
for this high attrition rate—the proj- 
ect leader. Dheeraj would heap per- 
sonal insults on team members dur- 
ing the course of work, take credit 
for the work done by them and 
was extremely rude to the team 
members who, he was sure, would 





not retaliate. 

If you think these are just 
emotions at work, think again. Such 
persistent behaviour can have wide 
repercussions on the health of em- 
ployees and of businesses them- 
selves. In this instance, though 
Dheeraj was packed off to a dif- 
ferent location, but the employee 
turnover and the consequent damage 
control cost the company dear. 

Robert Sutton, Professor of 


here is something such as the “total cost of jerks” 
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WHAT IS YOUR TC) : 


Robert Sutton* calls it the "total 
cost of jerks". For BT readers, he 
lists the possible harm workplace 
bullies can cause. 


m Damage to the physical health of 
affected employees 

m Damage to the mental health of 
affected employees 


m Reduced employee commitment 
and job satisfaction 


m Increase in employee turnover and 
absenteeism 


m Similar damage to people who 
observe their co-workers face 
such abuse 


m Spread (of such behaviour) is like 


a contagious disease-if you work 
with or for nasty people, odds are 
you will become like them 
*Robert | Sutton is the author of the enormously popular 
book The No Asshole Rule: Building a Civilized Workplace 
and Surviving One That Isn't, where he talks about the 
economic cost of nasty employees. 
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“Today employees face unprecedented pressures to balance 
the demands of work and personal life” 


S.Y. Siddiqui/ Chief General Manager (HR)/ Maruti Udyog 


Management Science and 
Engineering at Stanford University, 
calls it the “total cost of jerks” 
(TCJ). In an article adapted from 
his book—The No Asshole Rule: 
Building a Civilized Workplace and 
Surviving One That Isn’t—in the 





JUST WHAT THE DOCTOR ORDERED 


Here are the handy 
tips to deal with 
bullies at workplace. 


m Take an assertive stand to 
deal with the crisis 


m Do not pay heed to 
employees who bully or 
behave badly 


m Ifthe badly behaved person 
is your superior, take a call 
immediately and stand up 
for what is right 


m if the above doesn't work, 
try to move on to some 





other organisation. E 1 fi š i š 

๕ Jamdobe oss Gb The problem is situation-specific. 
don't take the matter The employee needs to take 
personally an assertive stand" 


m Detach yourself so that you 
don't react when you are 
being targeted 
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Dr Samir Parikh/ Consultant Psychiatrist and 
Chief (Department of Mental Health and 
Behavioural Sciences)/ Max Healthcare 
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McKinsey Quarterly, he says: 
"There is good news and bad news 
about workplace jerks. The bad 
news is that the abuse is wide- 
spread and the human and financial 
toll is high. The good news is that 
leaders can take steps to build 
workplaces where demeaning be- 
haviour isn't tolerated and nasty 
people are shown the door." 

At first glance, TCJ might come 
across as a concept more applicable 
to workplaces in the U.s. and 
Europe, but points out Sutton: 
*, Even if this language is not 
something they (Indian HR man- 
agers) like, and they aren't 
comfortable cracking down on bul- 
lies, they will be forced to deal 
with this problem to the extent 
that they are part of the 
international economy." 

He couldn't have been more 
precise. HR honchos in India agree 
with his assessment. *Bad beh- 
aviour (at the workplace) affects 
the psyche of the target person(s) 
and has far-reaching ill-effects. It 
is demoralising and hinders 
effectiveness, efficiency and 
productivity," says Neelam Gill 
Malhotra, Director (HR), Computer 
Sciences Corporation India. 


. Tust a handful could potentially disrupt the 





"The damage varies from loss of customers and clients to loss of 


brand equity and even career damage" 
Yashovardhan Verma/ Director (HR), LG Electronics 


Who, then, is this office jerk? 
Leena Chatterjee, Professor of 
Behavioral Science, iIM-Calcutta, 
explains: “Every organisation across 
industry has such people. These are 
people who constantly try to grab all 
the attention; these are people who 
constantly bully others; these are 
people who are dominating; and 
then, there are also people who are 
withdrawn, passive, depressed—I 
would say both groups have behav- 
ioural problems. They either fail to 
deliver or even if they deliver, they 
fail to deliver good quality work." 

Most of the companies BT spoke 
to agreed that these behavioural 
problems, if left unchecked, can ass- 
ume gigantic proportions and that 
they exist across the entire industry 
spectrum, Says C. Mahalingam, Chief 
People Officer, Symphony Services: 
“Office jerks have been around for 
many years, but most companies 
have preferred to sweep this issue 
under the carpet rather than proac- 
tively tackle the problem.” 


“Bad behaviour (at workplace) affects the psyche of the target 
person(s), it is demoralising and hinders effectiveness, 
efficiency and resultant productivity.” 


Neelam Gill Malhotra/ Director (HR)/ Computer Sciences Corporation India 


normal flow of work 


Cost to Company 
According to industry executives, 
it isn’t about having a horde of 
trouble makers, but just a handful 
who can potentially disrupt the nor- 
mal flow of work. “Office jerks are 
present at all management levels 
and it’s only recently that companies 
have begun realising the damage 
they can cause. At one level, there is 
the emotional and psychological 
damage caused to the victim; but 
simultaneously, productivity and 
money are lost due to follow-up 
meetings, screaming matches and 
consequent counselling sessions,” 
says Mahalingam. 

Satyam Computer Services 
vouches for the damage such prob- 
lems cause. Says T. Hari, Director 
and Senior VP (HR), Satyam 
Computer Services: “We have no 
numbers on the exact cost of this 
to the company; but it is crucial 
as it could impact the topline, 
bottom line and influence 
attrition if it is ignored.” 
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Yashovardhan Verma, Director 
(HR), LG Electronics, echoes this sen- 
timent. “The damage varies from 
loss of customers and clients to loss 
of brand equity and even career 
damage. We conduct customer sur- 
veys to assess the situation periodi- 
cally. Stress building, as a result of 
prolonged bad behaviour, leads to an 
economic cost to the company and 
health problems (mostly psychoso- 
matic) to the employees," he says. 

[ร there a reason why office jerks 
behave this way? "Today, employees 
face unprecedented pressures to 
balance the demands of work and 
personal life," says S.Y. Siddiqui, 
Chief General Manager (HR), 
Maruti Udyog. 

However, this argument does 
not hold much water with some. 
S. Nagarajan, Founder and HR 
Head, 24/7 Customer, a Bangalore- 
based BPO, argues that such persons 
often use the excuse of stress and 
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anxiety to take their anger out on 
unsuspecting co-workers. 

Others put it down to the 
workforce getting younger. Says 
Ganesh Chella, CEO, Totus 
Consulting: *Today's (young) man- 
ager does not always have the req- 
uisite managerial experience; but 
has a large team to manage. The 
age difference between him and 
his subordinates is not much and, 
therefore, subordinates are more 
open in their resentment." 


The Other Side 


There are, however, voices of dis- 
sent about the concept of office 
jerks. Says a senior manager at a 
telecoms company: “When it is 
about getting high quality work 
done within a stipulated timeframe, 
being nasty works. I am not in a 
popularity contest—the organisation 
will have no 
problems as 
long as I de- 
liver." 
This is 
true to a 
large ext- 
ent—in 
most such 
cases, it is the 
failure to de- 













“It could impact the bottom line 
and influence attrition” 


T. Hari/ Director and Senior VP (HR)/ 
Satyam Computer Services 


liver good quality work or an ex- 
treme reaction from the team that 
triggers a reaction from the organ- 
isation. “Modern organisations, inc- 
luding ours, are not bothered about 
any of their employees’ personalities 
or modes of behaviour unless they 
begin to adversely affect organisa- 
tional goals. So, it becomes impor- 
tant for an organisation to sensi- 
tively assess when a particular be- 
havioural pattern needs an HR in- 
tervention,” says Pankaj Shankar, 
Global Head (HR and Resource 
Management Group), Infogain, a 
provider of CRM, Integration and 
Business Intelligence Solutions and 
Services. “Bad behaviour is not a 
very significant problem for Indian 
organisations, which have a very 
good record of dealing with human 
issues,” he adds. 

There are some who firmly 


“Most people are capable of 
modifying their behaviour” 


Heather Saville/ 
VP (HR and Personnel)/ 
Lowe Lintas India 
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believe that *instances of bad 
behaviour are very much amenable 
to resolution through discussions." 
Says Heather Saville, VP (HR and 
Personnel), Lowe Lintas India: “I 
do not think it helps to brand people 
as ‘jerks’ because most people are 
capable of modifying their behav- 
iour in more desirable ways when 
they are engaged in discussions.” 


The Way Out 


The talent pool crunch across Indian 
industry has made companies sit 
up and initiate corrective action 
against behaviour that affects the 
morale of their teams and triggers 
employee turnover. 

Satyam, for instance, has its own 
commandments for employees 
called the “Satyam Way”. These are 
guidelines that list out the prac- 
tices, behaviour and conduct that 
the organisation encourages and 
discourages. Every month, Infogain 
organises soft skills workshops and 
sessions for stress and conflict man- 
agement, says Poonam Jain, 
Corporate Trainer and Consultant 
(Soft Skills), Infogain. Adds Dr 
Samir Parikh, Consultant psychia- 
trist and Chief (Department of 
Mental Health and Behavioural 
Sciences), Max Healthcare: “The 
problem is more situation-specific. 
Employees need to take an assertive 
stand to deal with the crisis.” 

While companies are attempting 
to sanitise offices from resident 
jerks, HR heads also recognise that it 
is important to distinguish between 
(often vocal) disputes over work 
and personal attacks. “A healthy 
dispute, backed by facts and fig- 
ures and a clear argument, is often 
good for an organisation. But mak- 
ing personal attacks and using foul 
language is crossing that invisible 
line,” says Mahalingam. 

REPORTING BY KAPIL BAJAJ, 
MANU KAUSHIK, RITWIK 
MUKHERJEE, RAHUL 
SACHITANAND, E. KUMAR 
SHARMA & NITYA VARADARAJAN 


Destination Growth 


The travel and tourism industry is in hiring mode. 


HE TRAVEL AND TOURISM INDUSTRY IS ON A HIGH 
and so are the job openings in the sector. While tra- 
ditional players like Thomas Cook and Cox & Kings, 
among others, are hiring, travel portals have taken a lead 
in recruiting executives across all levels. Says Kris 
Lakshmikanth, Founder CEO & Managing Director, 
The Headhunters India: “There will be 50-100 per cent 
increase in the number of jobs created in this sector in 
the next 18 months—that is more than in the country’s 
booming software and BPO industry.” The industry is 
also upbeat on back-office jobs being outsourced to 

Indian companies by major foreign travel houses. 8i 
MANU KAUSHIK 


FACT BOX 


WHO'S HIRING: Thomas Cook, Cox & Kings, Kuoni Travel, 
Club Mahindra, Raj Travels, Mercury Travels. Online 
players including makemytrip.com, yatra.com, 
travel.indiatimes.com, cleartrip.com, ezeegol.com 


WHO'RE THEY HIRING: PG diploma or Masters degree hold- 
ers in Hotel Management and fresh graduates at the 
entry level. Managers across retail, consumer goods and 
telecom sectors are sought after at the senior level 


AT WHAT LEVEL: At all levels—entry level, middle level 
(5-10 years of experience), and senior level 
(10-15 years of experience) 


AT WHAT SALARIES: From a pay packet Rs 2.5-3.5 lakh 
at the entry level, the salaries go up to Rs 25-45 
lakh at the middle level. Senior executives 

can earn between Rs 60 lakh and Rs 1.2 crore 

in addition to stock options and benefits 


WHAT ARE THE NUMBERS LIKE: Around 2,500-3,500 
executives at the entry level; 350-400 executives 
at the middle level; and 250 executives at the 
senior level over the next 12-15 months 





COUNSELLING 


HELD 
TARUN! 


Q: | have a Master's degree in Commerce. | am planning 
to do an MBA and become an equity analyst. Please rec- 
ommend relevant courses and prospects in this field. 
An MBA from a good (Tier-I) business school is what 
you need to aim at. Most of the prestigious firms are 
choosey in terms of educational pedigree. With an 
MBA, there are many avenues open to you. These in- 
clude, investment firms, brokerages, mutual funds, etc., 
as well as credit rating agencies. Also, the skills are 
transferable and your experience in equity analysis can 
help you change jobs within these sectors. You can 
move from analysis to actual investment. 





Q: | have a diploma in marketing and currently | am 
working with a pharmaceutical company. | am looking for 
a career in hospital management. Is there any specialised 
course | need to do? What are the prospects? 

Hospital Management is a specialised field and is a 
sunrise sector. After the course, you would participate 
in the administration and eventually, you could bec- 
ome the administrative head of a group of hospitals. 
Various organisations offer courses in hospital man- 
agement—the Apollo Group, Tiss, NIMS, Indian 
Institute of Health and BITS, etc. Besides these, vari- 
ous universities offer distance learning courses. 
Answers to your career concems are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 


Search for a job witha Monster «. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Accel Frontline Ltd., JDEdwards 


Project Manager, Chennai, 10 - 15 
Years, 3940724 

Applicant should have at least 10+ yrs of 
experience in ERP with a good practical 
working knowledge in JDEdwards. He should 
be able to own technical leadership for the 
team and delivery commitment 
responsibilities simultaneously. 


Aequor Information Technologies 


Pvt. Ltd., Head - Resource 
Management, Chennai, Gurgaon, 
12 - 20 Years, 3898418 


Entrant should have 15+ years in IT industry 
dealing with recruitment, resourcing, 
placements. Experience in US Staffing and 
client management. He should have fair 
understanding of technologies like Java/]2ee, 
Oracle, SAP, Quality, Microsoft. 

Brooke Hospital for Animals India, 
Chief Operations Officer/ Deputy 
Chief Executive Officer, Delhi, 7 - 15 
Years, 3939736 

Applicant must ensure that activities 
conducted by Brooke India’s directly managed 
teams are implemented in accordance with 
operational plans and systems. 

CICB Chemicon Pvt. Ltd., General 
Manager - Engineering, Banglore, 
15-20 Years, 3897408 

Candidate should be B.E./ B.Tech with min 20 
years experience in the field of Refineries, 
Petrochemical, Power Plants, out of which last 
5-6 years 

Ciena, Director of Software, Gurgaon, 
16 - 20 Years, 2748388 

Coordinate the design, development, release 
and maintenance of software platforms for 
multiple Ciena telecom equipment platforms. 
He should be able to manage multiple 
development projects with aggressive 
schedules in a fast-paced work environment. 
Compu Systems India Pvt. Ltd., 
Director/ VP of Engineering and 
Operations, Hyderabad, 15 - 25 Years, 
3354741 

Aspirant should have Bachelors/Masters in 
Electronic/Electrical Engineering or 
equivalent from a premier institute and at least 
5-7 years of electronics design and product 
development experience. 


DLF Hotels, General Manager - 
Projects , Gurgaon, 10 - 20 Years, 
3891330 

Incumbent must have Bachelor's Degree in 
Civil Engineering / Quantity Surveying / 
Construction Management with at least 10 
years of progressive experience in 
construction / project management etc. 
Emptoris, Development Manager, 
Pune, 10-15 Years, 3868599 

Candidates should have minimum 10 to 12 
years of IT experience including experience in 
Object-Oriented technologies and in 
implementing Web-based applications, 

GGS Information Services India Pvt. 
Ltd., Managing Director, Chennai, 

8 -10 Years, 3889418 

The candidate should have Bachelor's degree 
in Business, Management or related field 
and/or 8-10 years of related management 
experience; with experience within the book 
services industry a plus; He should have 
strong project management skills; accurate 
and able to keep overview of multiple 
projects. 


Heubach Colour Pvt. Ltd.,General 
Manager - Production, Mumbai, 

15 - 20 Years, 3912490 

The ideal candidate should be B.E. 
Chemical/Ph. D in Organic 
Chemistry/B.Tech/M.Tech/B.Sc.(Tech) in 
Pigment/ Dyes with proven Plant experience 
of at least 15-20 years in Phthalocyanine 
Blue/Green/HPP or with printing ink 
industry. 


Powersoft Global Solutions Ltd., IT - 
Recruitment Manager, Bangalore, 
7-10 Years, 3940650 

Conceptualize, design and implement the 
talent acquisition, identification & succession 
planning process throughout the organization 
that aligns talent to the strategies and vision of 
the organization. 


Quest Diagnostics Inc., Head of 
Human Resources, Gurgaon, 8 - 12 
Years, 3848982 

Candidate should have an MBA with 
specialization in HR from a reputable institute 
with 8-12 years of experience. He should be an 
initiator, energetic, strategic etc. 


Sellcraft Softech Pvt. Ltd., G 
Commercial, Delhi, 8 - 10 Yea 
3933235 

Overall responsibility of Sales and Marketi 
Of all utility projects, Management 
commercial aspects, account management 
all projects, Profit accountability of the util 
projects, CRM etc, 

Suzlon Energy Ltd., Manager - Store 
Pondicherry, 12-20 Years, 3895889 
The candidate should be a BE of DN 
(Mech) with 12 to 15 years of experience 
Stores related functions with go: 
communication and analytical skills wi 
workable knowledge on SAP. 


Syntel Inc., Solution Architec 
Mumbai, 8-14 Years, 3816984 
Create solutions for infrastructu 
management offerings to clien 
encompassing datacenter technologic 
networking technologies, infrastructu 
application maintenance, and servi 
management. 


Unity Infraprojects Ltd., Chie 
Operating Officer, Kolkata, 20 - ; 
Years, 3935928 

Candidate should have hands on experien: 
of acquisition of land, clearing the title de 
and can manage the execution of sites. E 
should have flair to take up the division as 
profit making center. 


Wipro Technologies, Progra: 
Manager - VLSI, Hyderabad, 10 - 1 
Years, 3938391 

Entrant should be able to define, create, an 
maintain program/ product developmer 
plans involving System Engineering, Boar: 
FPGA/CPLD, ASIC/SoC, FW, Applicatio 
Development, Mechanical chassis desig: 
product qualification. 


The Indus International Schoo! 
Principal International Schoo) 
Bangalore, 10 - 20 Years, 3514210 
Responsible to the CEO for fulfilling th 
vision of the Board of Trustees, day to da 
management, administration an 
organization of the School. He should be abl 
to maintain and develop whole School policie 
in accordance with the philosophy and etho 
of the Board Trustees. 


To know how to apply for these jobs, go to finance jobs listing page. 


Monster rated the Best Jobsite in India 


by PC World 


For employers - To get monster advantage...call us at 6000-6678 (local call) or 
email at sales@monsterindia.com 








monster.com 


¿ =s — ร Z: m — — 
“ 


LRead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Agitar Software India Private Limited, 
Senior Implementation Specialist - 
Java/J2EE, Chennai, 5 - 10 Years, 
3943762 
Entrant would be responsible for the 
successful implemenration of the various 
components of Agitar's enterprise developer 
testing solution through the effective 
execution of the deployment methodology 
using solid technical and project management 
a knowledge and skills. 
Aithent Technologies (P) Ltd., 
Technical Writer, Product / User 
Documentation, Delhi, 4 - 6 years, 
2883607 
Prepare User documentation, Product feature 
write-up and material for sales, write content 
for website. He should have a good command 
over English language, specially the US 
English. 
Analog Devices India Pvt. Ltd., 
Project Leader - MPD Priority, 
. Bangalore, 8 - 10 Years, 3440502 
The successful candidate will be responsible 
for building a mixed signal product team.He 
will be responsible for defining and designing 
State-of-the-art mixed signal ASICs for 
MEMS applications using cmos processes. 
Compare Infobase Ltd., Database 
Designer & Analyst, Delhi, 3 - 5 Years, 
3807437 
Applicant should have extensive experience in 
database development (SQL and MY SQL) 
Proficiency in database administration 
including data security, privacy, integrity etc. 
_ Conseco Data Services (India) Pvt. 
"Ltd., Software Programmer, 
Hivderabad; 2-5 Years, 3934997 
Applicant should be able to analyze the 
requirements, design and develop/code the 
application, developing the source code as per 
the specifications and coding standards, 
carrying out the unit testing. 
Envision Network Technologies Pvt. 
Ltd., System Administrator, 
Bangalore, 2-5 Years, 3941919 
Entrant should have knowledge of file-system 
structure and utilities, networking protocols, 


managing services, logging and remote 
administration, Advanced Linux 


cc 








Exl Service.com India Pvt. Ltd., 
Technical Writer, Delhi, 2 - 5 Years, 
3941936 

Develop and write information for existing 
and new project / product releases including 
printed manuals, online help, web content, and 
release notes using repeatable processes; help 
refine and evolve those processes to 
incorporate best practices for content 
development. 

IP Soft India Pvt. Ltd., Windows 
Administrator, Bangalore, 4 - 8 years, 
2427288 

Candidates must have 4-8 years of experience 
in a mid to large sized corporation as a senior 
member/team leader in systems 
administration, MS Active Directory and MS 
Exchange design. 

Philips Electronics (India) Ltd., 
Technical Lead (Digital), Bangalore, 
4-6 Years, 3941913 

Candidate should have experience of leading 
system level embedded hardware design. He 
should have hands-on experience of 
DSP/Microprocessor based embedded 
hardware design. 

Polaris Software Labs, Java 
Developers, Hyderabad, 3 - 6 Years, 
3946329 

Entrant should be BE/ B Tech/ ME/ M 
Tech/ M Sc/ MCA with computers or IT. He 
should have strong basic concepts knowledge 
i.c. Core Java, Servlets and Jsp. 

Procentris India Pvt. Ltd., Team 
Leader - Dotnet, Mumbai, 3 - 8 Years, 
2588362 

Candidate should have Team Leading 
Experience. He should play technofunctional 
responsibilities as he/she would be managing 
the team and would guide the team to solve 
any issues. 

SoftTech Engineers Pvt. Ltd., Senior/ 
Lead Software Developer, Pune, 4 - 6 
Years, 3945008 

The incumbent will be responsible to lead thc 
development efforts for his/her project 
/product development out of India ODC and 
manage his /her team's people, process, 
technology for ensuring the best design and 
development of world-class software 
— 
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Symantec Corporation, Sr. Security 
Response Technicain, Chennai, 3 - 5 
Years, 3941918 

Job responsibilities include build script 
management (interface with Unix build 
system), Classification of SPAM, handling 
customer requests etc. 

T Systems India Pvt. Lid., J2EE 
Architect, Pune, 7 - 12 Years, 3943804 
The candidate should have 7- years of 
relevant experience in |2EE and should be 
able to propose end to end solutions, create 
proposals. He should be able to define 
estimates, present and convince IT and 
business stakeholders on the proposed 
solution. 

Torry Harris Business Solutions, 
Technical Lead - JAVA/ J2EE, 
Bangalore,5 -9 Years, 2874301 
Proficiency in Java based technologies - Java, 
J2EE, EJB, JSP, XML, XSL, Serviets and Web 
and Application Servers. He should have 
strong fundamental knowledge in Oracle, 
Database include schema design etc. 


Web Development Company, Actuate 
Developer/ Lead, Pune, 2 - 8 Years, 
3944256 

Aspirant should have excellent exposure on 
DW/BI related technologies like - Actuate 
7/8. He should be proficient in Designing, 
Developing, Coding, skills & must be detail- 
oriented, quality-oriented, and abilitv to meet 
tight deadlines. 

WIN Information Technology Pvt. 
Ltd., Usability Expert, Hyderabad, 
3-12 Years, 3942073 

Incumbent should be well conversant with 
W3C & Web 2.0 standards, should have 
knowledge of HCI principles, UDC, Usability 
testing & techniques with hands on experience 
designing user interfaces and page flows of 
internet portals. 


XIUS, Developer/ Lead Developers / 
Module Leads, Hyderabad, 4 - 6 
Years, 3925340 

Applicant should have around 2+ years of 
proven software design, Coding and 
development experience of 


Telecom /Datacom Products and Real-Time 
Applications. 
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Sales and Marketing Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 4 


Ace Data Devices Pvt. Ltd., Account 
Manager, Kolkata, Mumbai, 5 - 8 
Years, 3553643 

The person will be responsible for leading the 
sales promotion activities within a specified 
domain or area. The profile includes meeting, 
nurturing and developing strategic and key 
clients. 

Adasoft India Pvt. Ltd., Sales & 
Marketing Manager / Business 
Development Executive, Delhi, 
Gurgaon, 2-6 Years, 2811848 

Applicants should be Electronics Engineers 
along with MBA Marketing from repute 
Institute having 5+ years sales and marketing 
experience preferably in the field of access 
control / security systems etc. 

Aludecor Lamination (P) Ltd., 
Regional Sales Manager - Network 
Sales, Delhi, 7-10 Years, 3941179 
Candidates must be target oriented, self 
driven, go getter with excellent 
communication skill both oral and written in 
English and Hindi. Team building capability, 
good negotiation skill strong inter-personal 
skill, leadership qualities with computer 
knowledge is highly desirable, 

CEI India Pvt. Ltd., Offshore Sales 
Representatives, Chennai, 5 - 10 
Years, 88977 

Job responsibilities include research and 
identify new prospects, understand and 
qualify client requirements, achieve daily 
prospecting expectations to uncover new 
offshore opportunities, make presentations to 
clients as necessary. 


Cry Child Rights And You, Senior 
Manager - Channel Management, 
Mumbai, 7-9 Years, 3447773 

You will be responsible for exploring new 
avenues to increase the organisation's reach 
through channel partners and to effectively 
manage existing partnerships and establish 
new partnerships for fundraising. 

DMC Systems India Pvt. Ltd., On 
Line Business Development 
Executive, Bangalore, 3 - 4 Years, 
3937290 

Provide support in producing and managing 
the e Business transactional websites online 
Marketing campaign. 





To know how to apply for these jobs 


Grass impex Pvt. Ltd., Product 
Manager, Mumbai, 8 - 10 Years, 
3933160 

You will be responsible for all aspects of 
product management for all current 
prouducts/brands marketed by the company. 
You will be responsible for the strategizing, 
conceptualising, implementing, monitoring 
of strategy for marketing the company 
products/brands portfolio effectively. 
Infomedia India Ltd., Account 
Manager - B2C, Mumbai, Pune, 2 - 8 
Years, 3577003 

Job profile includes achieving sales targets by 
handling high value clients, ensuring 
adherence to systems & processes, maintain 
documentation & maintain reports on a daily 
basis, understand client requirements and 
adhering to the same. 


Lauren Information Technologies 
Pvt. Ltd., Sr. Business Development 
Exe./ Business Development 
Manager, Mumbai, 3 - 7 Years, 
3906822 

Incumbent should be able to manage 
corporate relationships with some of the 
premier corporate accounts and handle teams 


of BDE's, manage relationship with 
principal's like IBM/ HP/. 

Makro Technologies Pvt. Ltd., 
Business Development Executives, 
Hyderabad, 2-4 Years, 3510274 
Entrant should have at least two years of 
experience in outbound tele marketing or 
hardcore Business Development. 

Pharma Focus, Group Product 
Manager / Product Manager / 
Product Executive, Mumbai, 2 - 7 
Years, 3917181 

Candidate will be responsible for assisting the 
marketing manager in handling all activities 
pertaining to marketing and promotion of 
entire range of pharma / hospital care 
products. 

Radhakrishna Hospitality Services 
Pvt. Ltd., Proposal Center - Manager, 
Mumbai,5-10 Years, 3932429 
Responsibilities include develop written 
proposals (RFP/RFI/unsolicited strategic), 
serving as the prime bid-writing resource, 
actively participate in all proposal strategy etc. 


Search for a job with Monster 


by your side 
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Raptakos Brett & Co. Ltd., Grou 
Product Manager (Pharma) 
International, Mumbai, 4 - 5 Years 
3059257 

Entrant should be responsible for makin 
strategies for brand promotion & positioning 
planning & implementation of sales é 
marketing strategies and tactics;marke 
research; Training & developmen etc. 
Robinsons Air Services, Head Ol 
Marketing, Mumbai, 5 - 12 Yeayy 
3937661 
Management of the Organizations bran 
identity and the development of templates fo: 
brochures, fact sheets, research reports 
presentations, mailshots, e--mailshots, etc. 
Sanghi Sez Pvt. Ltd., Manager . 
Marketing, Hyderabad, 5 - 10 Years 
3917710 

The candidate will have to lead a team 
comprising of Managers and Executives. H« 
will be responsible for identifying an« 
developing new clients, collating data e 
analyzing the market. 


Schneider Electric India Pvt. Ltd. 
Sales Engg./ Sr. Sales Engg., Delhi. 
Jaipur, 3-6 Years, 3946517 

Applicant should be able to plan and achieve 
order booking targets for Low Voltage 
Electrical Distribution Products. Product: 
include Switchgears, Contractors, Starters 
Motion, and Drives, Low End Control 
Automation, etc. 


Unicorp Infotech Pvt. Ltd., Senior 
Sales - Software Solutions, Delhi, 
Gurgaon, 10-12 Years, 3944267 

The candidate will be responsible for the 
complete sales cycle with the ability of leading 
from the front a team of achievers. The role 
will involve presentations and demonstrations 
at senior / board level. 


Wings Pharmaceuticals Pvt. Ltd., 
ASM/ SO/ TSI, Jaipur, 6 - 10 Years, 
3945028 

Incumbent should be Graduate with having 
6+ years successful experience in Selling 
Pharma/OTC/FMCG as Sales 
Representative or Medical Representative or 
working supervisor like Sales Officer for 1 to 
2+ years. 
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Finance Jobs 


. Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Accenture Services Pvt. Ltd., Jr. 
Analyst, Bangalore , 1 - 4 Years, 
2621168 

Successful candidate will be commerce 
graduate in B.Com, BBA, BBM and have 1 to 4 
years experience in accounts. 


Aventis Pharma Ltd. Manager - 
Accounts & Controlling, Ankleshwar, 
5-10 Years, 3946873 

Applicant should be ICWA or CA with hands 
' on experience in SAP / FICO is must. He will 
be responsible for Supplier's Payment, Fund 
management at site, Compliance of Direst & 
Indirect Taxes, Attending various audit 
authorities etc. 

BA Continuum Solutions, Manager 
Finance (Finance Planning and 
Analysis), Hyderabad, 5 - 7 Years, 
2979570 

Responisible for strategic and annual 
planning, profitability analysis, forecasting 
and financial reporting. He will be responsible 
- fordeveloping metrics and analysis to evaluate 
business performance. 

Blue Wave Corporate Solutions, 
Accounts Officer, Chennai, 1 - 2 Years, 
3940101 

Undertaking overall responsibility of the 
accounts section in terms of compliance to 
statutes, ensuring timely vendor payments and 
proper maintenance of documents, etc. 


Calyx Chemials & Pharmaeutials Pvt. 
Ltd., Officer - Treasury & Banking, 
Mumbai,1-3 Years, 2772579 

Entrant should be able to handle 
documentation related to import i.e. 
Preparation of LC applications, getting the 
same established, monitor non fund based 
limits, arrange for margin, convert margin to 
Fds and keep its records, prepare 
documentation and arrange for getting 
delivery orders and documents. 


CFC India, Team Leader - 
Accounting, Mumbai, 4 - 8 Years, 
3694543 

Candidate should have advanced computer 
skills with spreadsheet and database software. 
Influential on decisions of application of 
accounting regulations and practices that have 
à direct impact on the business unit Provides 
analysis, recommendations, consultation, and 
«advice, 


CAN YOU FIND THE PERFECT EXECUTIVE? 





Enercon (India) Limited, Dy. 
Manager / Manager- MAS, Daman, 


5-6 Years, 3902999 


Applicant should have 5-6 yrs of exp, 
preferably in the projects vertical. He should 
have practical exposure to Audit and/or 
Accounting in a projects environment 
/ manufacturing environment. 


ETP International Pvt. Ltd., Assistant 
Executive - Finance & Accounts, 
Mumbai, 3 - 5 Years, 3367889 

Candidate should be able to maintain Bank 
Book, Inward / Outward Register etc, All 
Accounting Transactions Using Tally 
Software. Sales Register, Purchase Register, 
Bank Statement, Ledger A/C, & Voucher 
Entries. (Data Entries) Preparing Sales Bills & 
Payment Follow up with the Clients. 


Future Tech, Manager Taxation, 
Mumbai,3-6 Years, 3937785 _ 

Aspirant should be able to handle all tax and 
commercial issues of trading, manufacturing 
and export business. He should be responsible 
for Income tax, Sales tax and VAT, Service tax, 
TDS calculations, returns and appeals. 


Godrej Upstream Ltd., Sr. Executive - 
Finance, Mumbai, 1-3 Years, 3949922 
Key responsibility include day to day 
Accounting & monthly closing of books, 
accounts reconciliation for the accounts 
related to CTB, preparation of Monthly 
schedules assigned to CTB, expenses Analysis 
on monthly basis. 


HDIL, Asst. Manager Finance, 
Mumbai, 2 - 10 Years, 3931554 

The ideal candidate should be a Post Graduate 
in Finance/Financial Management minimum 
3-5 years of working experience of liasioning 
with the financial institutions. 


ICICI Web Trade Ltd., Manager - 
Taxation, Mumbai, 2 - 5 Years, 
3932336 

Responsibilities include filing of annual 
return, TDS return etc within stipulated time, 
actively involved in hearings before CIT(A) & 
ITAT, quarterly and annually Tax provision 
for Accounts purpose, filing of Quarterly 
ETDS Return within stipulated time. 
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Larsen ๕ Toubro Ltd., Accounts 
Executive, Mumbai, 9 - 12 Years, 
3943245 

Entrant should be responsible for vendor bill 
processing, handling of statutory compliance 
like Sales Tax/WCT, Service Tax, TDS, etc, 
Ledger Scrutiny, Bank Reconciliation, Balance 
confirmations, etc. 


Lupin Limited, Accounts Officer/ Sr. 
Officer, Mumbai, 5-8 Years, 3940511 
Job responsibilities include preparation of 
Down Payment Request & Service Entry 
Sheets, invoice checking/ verification in line 
with Purchase Orders and Goods Receipt 
Notes, maintaining records of bills and 
submission to Accounts Department. 


Singhi Advisors Ltd., Vice President - 
Corporate Finance, Mumbai, 10 - 15 
Years, 3672987 

You are expected to be an MBA from a 
reputed institute ora CA / ICWA with relevant 
work experience of 10-15 years, preferably in 
the textile industry, in handling banking 
operations, treasury, funds management, 
funds mobilization through debt, MIS, project 
financing, ctc. 


Visaka Industries Limited, Accounts 
Officer Costing, Hyderabad, 3 - 5 
Years, 3939919 

Candidate must be C. A / L.C. W. A. (Inter) with 
3 to 5 Yeras experience or B.Com/M.com 
with 8yrs of experience with strong 
Accounting background. Knowledge of 
Costing, Inventory Valuation and Marginal 
Costing, 

Walson Seryices Pvt. Ltd., Financial 
Co-ordinator, Gurgaon, 1 - 3 Years, 
2295013 

Candidates must have strong experience in 
general accounting, accounting, bank rc- 
conciliation. He should have strong 
experience in MS Excel & having good 
communication skills. 


HOW TO APPLY FOR THESE JOBS: 


1. Logon to www.monster.com 

2. Type the job ID in the "Search Jobs" 
box on the home page 

3. Click the "Go" button 
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An Aquastar employee holds up ล rare orange carp at its fish farm 


PHOTOGRAPHS BY ย KESHAVRA] 


Kolathur village, just outside Chennai, is fast emerging as 
the capital of the ornamental fish trade in India, 
NITYA VARADARAJAN reports from the spot. 


| 
| 


Kolathur, on the outskirts of Chennai 


"OLATHUR, A VILLAGE 30 KM FROM 

Chennai, is now an extended suburb of the 

metro. Like in the rest of the country, 

land prices here have shot up from 

Rs 5 lakh for a ground (local lingo for a 

2,400 sq. ft plot) four years ago to Rs 40 lakh now. But 

that isn't why BT is writing about it—this little neck of 

the woods, is, arguably, India's leading producer of orn- 

amental fish. Kolathur still looks like an overgrown vil- 

lage, with narrow muddy roads, small houses, a couple 

of old temples, petty shops, a few larger ones like 

Subhiksha, and rows and rows of shops selling orna- 
mental fish and accessories. 

Our (I and a photographer) first port of call is 

Zamam Aquarium, one of the largest in the area. Its 

plot, located on School Road, has over 50 acquariums 


and several ponds, oxygen cylinders and hundreds of 


polythene bags filled with water and fish. The front 


172 BUSINESS TODAY AUGUST 1 


office (if one may use the word) =A k. p" 
looks like a modern day replica of 

Captain Nemo's wonder world on dry land—there's a 
mind-boggling array of fish, fish foods, ornamental 
pebbles, fish tank plants, aquarium purifiers and even 
artificial fish. “Business is booming,” says M.S. Zamam, 
a second-generation pisciculturist in his 30s. “In 1999, 
| was generating a turnover of Rs 50,000 a month. 
Now, it is Rs 5 lakh.” 

Kolathur has six big dealers (Zamam is one of 
them), but during my 90-minute trip to this suburb, | 
saw at least 70-75 smaller shops run by smaller entre- 
preneurs. By all accounts, they are doing well for 
themselves. “They came with nothing two years ago, but 
most of them now own bikes,” says Zamam. 

Typically, they lease small plots, construct tanks and 
get down to business. But rising land prices is now forc- 
ing many people to look beyond Kolathur. Most peo- 
ple here have picked up the nuances of the business by 
trial and error and from long years of observation 
and study. Says B. Vincent, who runs Aquastar, another 
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bt reporter's diary 


large dealer, with his elder brother: “I used to go to a 
fish farm behind my school where I worked for half a 
day every day. For every three days of work, I received 
two fish as payment. I learnt everything about them by 
keeping and breeding them at home." 

Vincent has, obviously, done his homework well. 
“Collecting ornamental fish like guppies, mollies and 
goldfish is the second-most popular hobby in the dev- 
eloped world,” he says, adding that it’s also quite cheap 
to pursue. A round glass bowl with a goldfish, for exa- 
mple, costs only Rs 15, and the maintenance cost is neg- 
ligible. But elaborate tanks, with fancy lighting, green 
sand, imported underwater foliage and sophisticated aer- 
ators can cost upwards of Rs 35,000. Individual varieties 
of fish can cost as little as Rs 5 for one goldfish to 
Rs 1,000 and more for rare fish like the golden carp. 
Aquastar, incidentally, is also one of the few companies 
that breeds *rare fish" like blue dolphins, golden but- 
terflies and carboro chiclids. There is, however, only a 
limited supply of such fish as the government does 
not permit imports. “Friends bring in a fish or two 
when they come from Malaysia, Singapore and other 
South East Asian countries." Many entrepreneurs, how- 
ever, do not know the intricacies of breeding such fish. 
“We are seeing stunted fish with each passing generation 
because of this,” says Vincent. “Sometimes, friends 
bring back two male fish as they can’t distinguish bet- 
ween a male and female. So, we use a local fish to 
create a hybrid variety,” he adds. 

At a neighbouring marine aquarium owned by the 
Jayaseelan family, I get to see sea anemones, star fish, 
butterfly fish and clown fish—they are a riot of stunning 
colours—which are definitely more visually attractive 
than the guppies, mollies, goldfish, and 40-odd varieties 
of freshwater fish that are most abundant in India. 


School Road where most shops are located 
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7 ล ท า ล ท า ' ร shop specialises 
in fresh water fish (above); and salesgirls in the 
front office of Zamam Aquarium 
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But, it is easier to breed freshwater fish than seafish. 
“Marine fish are wild; we have to replicate their habi- 
tat in toto, otherwise they won't survive," says U.S. 
Veeramaindhan, a marine biologist who breeds fish in 
Tuticorin. *But many people now prefer marine fish be- 
cause of their variety and colours, and outsource main- 
tenance to people like us," he says. The trade is thriv- 
ing, but it has become more difficult than in the past. 
“Fifteen years ago, I generated revenues of Rs 100 a 
day, and earned a profit of Rs 50. Now, my revenues 
are Rs 30,000 a day, but profit margins are nowhere 
near what it was. Then, I can't shut my shop even for 
a day—fish need maintenance, and orders have to be 
executed," he says. 

Now, this sleepy backwater is catching the national 
eye. Officials from the fisheries departments of Kerala, 
Andhra and Orissa regularly visit it to see how they can 
replicate the model in their states. The 1,800 families 
that run the ornamental fish industry in Kolathur may 
just be standing at the cusp of something bigger than 
they ever imagined. 8 


THE BEST 
COMPANIES 
TO WORK FOR 
IN INDIA: 2007: 


Entries pour in for seventh annual 
survey of best employers. 


HANK YOU, YOU AND YOU. OUR INVITATION TO REGISTER FOR BUSINESS TODAY'S 
annual survey of the Best Companies to Work for in India has received an 
overwhelming response. In all, more than 120 companies logged on, as reg- 













istrations closed on July 15. The survey is conducted in association with 

Mercer Human Resource Consulting, which provides subject expertise, and 
INS India, which manages the logistics of this exercise. Watch out for the survey later 
this year to find out if you are in the Top 10. 
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How It All Began 


A delightful work sets out to remind the world that globalisation 
is older than the WTO. BALAJI CHANDRAMOULI 


BOUND TOGETHER HE ABSENCE OF A SINGLE SHARP DEFINITION 
Nayan Chanda | is perhaps what makes globalisation a 
Penguin Viking | challenging topic to grapple with. From 
Pp: 391 the trivial happenings around you to momen- 
Price: Rs 525 tous geo-political events, ‘globalisation’ finds 


mention in almost every conversation. The 
task becomes only tougher when you look in 
the rear view mirror. And, this is what Nayan 
Chanda, a journalist-turned-scholar, has at- 
tempted in his book Bound Together. 

Tracking the four key forces that connected 

| the world from the dawn of civilisation— 

| traders, preachers, warriors and adventurers— 

| Chanda trawls through the annals of history. His 
unflinching quest to stitch together events that 
otherwise appear unrelated is nonpareil. Tracing 
coffee's global journey with the Ottoman con- 
quest of Yemen, Chanda takes the readers to its 
pre-eminence in European coffee houses. 

It is this effort that provides a refreshing per- 
spective to globalisation; freeing it from the 
time warp it currently suffers from—1970s 
to present. Plumbing the depths of time, 

Chanda goes for the kernel. The author pieces together the first imprints 
of human proliferation across the globe. That the epicentre of this 
globalisation drive was Africa and not West Asia, where several early civil- 
isations flourished, appears to be discordant. It is, however, reaffirmed 
by modern scientific research that the author, liberally, takes recourse to— 
marrying genetic science and archaeology. 

History through the author’s prism offers a constant reminder that 
the basic forces of globalisation have not changed, only the context has. 
Chanda often vaults back and forth in time to bring home this point, be 
it cost reduction, labour management, or business development. The va- 
riety and scope of examples in this regard add to the richness of the book. 
For example, Chanda argues that Hong Kong was born in one of the first 
wars of globalisation, with the confluence of British traders, Indian 
opium and Chinese tea. In a sense, Chanda’s six years of research is sem- 
inal in nature. It lays the foundation for economic historians to revisit trade 
and commerce with a new lens—that of globalisation. 

As Chanda approaches time zones that have been viewed well 
through the lens of globalisation, as we know it, his approach is refreshing. 
In their offerings, economists like Jagdish Bhagwati and Joseph Stiglitz 
have laboured on the nuts and bolts of globalisation, the intricacies of the 
trade deals that countries have struck over the last few decades. Chanda 
has chosen a wide lens to approach the same issue. Drawing on his skills 
as a reporter who covered the Vietnam war, the author details the 
changing fate of labour over the last few decades. Chanda ends on a note 
of concern: that we need to nudge towards a more harmonious course. 
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IGNITED 
By Vince Thompson 


Pearson Power 
Pp: 293 
Price: Rs 499 


T'S A STORY THAT MOST MANAGERS 
ks in the middle level of an 
organisation would be familiar 
with: The bosses want you to de- 
liver more every quarter, while 
the executives below don't want to 
push themselves more than be- 
fore. The person taking the brunt 
is, of course, the middle man- 
ager. Vince Thompson, a principal 
at consulting firm Middleshift 
Consulting, thinks the time is op- 
portune to turn this adversity into 
an opportunity. “A new, genuinely 
empowered generation of man- 
agers can steer their companies off 
the paths that have led so many 
into scandals, unnecessary lay- 
offs, catastrophic misreadings of 
the market, and other disasters,” 
he writes. Thompson's solution 
is three-fold: Get more power, 
get more purpose, and get more 
success. The first offers some ba- 
sic tools for improving the thinking 
and behaviour of managers; the 
second tells you about seven ‘ig- 
nition points' that can help man- 
agers create unique value; and 
the third, is about “making a life 
even as you are making a living". 
Thompson writes for an American 
audience, but his advice is as rel- 
evant to managers in India. The 
good part about /gnited is that it 
doesn't demonise bosses. Instead, 
it tells middle managers how they 
can work within their constraints 
to make their work and work- 
place more meaningful. Just the 
sort of attitude every middle man- 
ager needs to thrive in the modem 
day corporation. 
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This season, we promise you a bright, fun-filled yet 
light trip with Travel Plus. 


From a plethora of travel related tips to information on latest 
hot deals to exciting gifts that we give you as a part of the 
subscription offer — Travel Plus is your sole travel companion! 





SUBSCRIPTION OFFER! 


. Spacious travel bag with a strolley absolutely free on a three - year term or 
the bag with a shoulder strap with a two - year term. Hurry! 
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S. fill the coupon in CAPITAL LETTERS and mail it with your cheque/DD to India Today Travel Plus, Marketing Department, Red Travel Bag Subs. Offer, 5th floor, Videocon 
Tower, E-1, Jhandewalan Extension, New Delhi - 110055 or use the Business Reply Envelope provided in the magazine. For further details, contact our Customer Care 
Department: Tel: 0120-2479900 (Direct Line), Fax: 0120-4078080 or email us at: wecare@intoday.com 
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Indian floriculturists embark on an Ethiopian odyssey 
to cash in on the boom in the flower industry. vENKATESHA BABU 


F YOU BOARD THE ETHIOPIAN AIRLINES FLIGHI 
from London to Addis Ababa, the capital of 
Ethiopia, chances are that several of your co-pas- 
-sengers will be Indians—mostly Telugu and 
Kannada-speaking floriculturists. Ethiopia—the name 
that conjures up images of political instability and 
drought for most—spells a huge new opportunity for 
these floriculturists. But before we delve further 
into the Ethiopian lure, here's a flashback to the 
floriculture business in India. 
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The story of Dr Manjunatha Reddy, Mp, Euro 
Flora, runs parallel to the rise and fall of floriculture in 
India. Dr Reddy, 45, is a qualified vet and like many 
others, he abandoned his family’s traditional business 
of poultry and agriculture to plunge into floriculture. 
“In the early 90s, floriculture and aquaculture were the 
two new opportunities in India and several first-gen- 
eration entrepreneurs jumped into floriculture as most 
of us came from rural areas and had some land and ex- 
perience in agriculture,” he recalls. 














It wasn't a happy experience for many. There was 
a steep learning curve for most and several stumbled and 
went under, unable to service the loans they had taken 
from banks. It has been more or less downhill since 
then. The reasons are manifold and have mainly to do 
with weather conditions and freight, labour and land 
costs—the four key metrics in the floriculture business. 

The flower trade in India is limited to two cities— 
Bangalore and Pune. While India has all kinds of cli- 
matic conditions across its vast geographical expanse, 
only these two cities offer the right weather conditions 
and logistics infrastructure required for this industry. 
Says Dr Reddy: *Though Ooty, Kodai and even the 
foothills of Himalayas have the right weather conditions, 
we cannot put up operations there. That's because 
flowers are highly perishable, so air connectivity is a 
must. Then, the trained manpower that this trade re- 
quires is not available everywhere." 

The fact that land prices across the country have 
shot through the roof, especially over the last four 
years, has not helped either. Says Dr Reddy: “Earlier, 
we could get land on the outskirts of Bangalore and 
Pune for about a couple of lakhs per acre. Today, the 
starting price is around Rs 50 lakh. It has become im- 
possible to expand." 

Most Indian players also focussed on the export 
market. From virtually zero exports in 1990, Indian 
floriculturists earned around Rs 250 crore in 2000-01 
by exporting flowers, mainly roses, to Europe and 
Japan. Incidentally, there exists a huge domestic mar- 
ket for flowers, but prices are unremunerative. For in- 
stance, a single stem of rose in India may sell for about 
25-50 paise, while the same will sell for anywhere 
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elabour costs Rs 110-130 per head per day depending on 

e Greater the height, better the flower quality. Land available in 
areas like Ooty is at 1,900 metres above sea level 

e Freight charges vary from $2-3 per kg 


e Temperatures range between 15 and 38 degree Celsius in flower 
growing places like Pune and Bangalore 


endian exports to EU attract tax varying between 6 and 9 per cent 
e Incorporation of operations takes between one and three months 


e No priority sector loans for floriculture 


the season 
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“With the rising land prices in India, it 
has become impossible to expand” 
Manjunatha Reddy/ MD/ Euro Flora 


from 25-50 cents (Rs 11-22) in the international mar- 
ket during the peak season. 

The last straw for Dr Reddy and his ilk was the ever- 
escalating labour cost, a direct result of the economy's 
turbo-charged growth rates. Wages for agricultural 
labour, which was at Rs 40 per day in 2002, sud- 
denly tripled to Rs 120-130 a day in 2004-05. The sky- 
rocketing freight cost, especially during December- 
March (which is the holiday season in Europe and 
elsewhere, what with Christmas, New Year and 
Valentine's Day falling in this period), added to the 

















The wage rate is about 8 Ethiopian Birr (about Rs 38) per day 
e In Ethiopia, highlands start at around 

2.400 metres 
e Freight charges are $1.4-1.7 per kg 


e Average temperatures in highlands vary from seven to 25 degree 
Celsius, making it ideal for floriculture 


e Ethiopia, under the old Lome Convention, attracts zero tax duties 

e Incorporation of new companies and the issue of necessary 
permits takes three working days 

e Under an EU aid agreement, the government provides up to 70 per 
cent of the capital cost as loan at a mere 7.5 per cent per annum 


growing discomfort of Indian 
floriculturists. 

So, about four years ago, 
when the Ethiopian govern- 
ment made an aggressive 
push for investments by put- 
ting up stalls at major inter- 
national floricultural events, 
Indians, including Dr Reddy, 
sat up and took notice. 

For Dr Reddy, it was a 
journey from red tape to red 
carpet. He recalls: “Like most 
people, I had certain notions 
about the country (Ethiopia). 
To my pleasant surprise, 
when I landed there, not only 
did government officials re- 
ceive me personally, they also 
got all the required permis- 
sions for us to operate within 
six days. Imagine, all the pa- 
per work was done in six 
days and no corruption." 

The surprise did not end there. Adds Dr Reddy: 
“Once we identified a suitable piece of land, it was trans- 
ferred to us under a lease plan for approximately Rs 500 
per hectare per year. The trade and investment minis- 
ter visited my farm (and others) to ensure that his of- 
ficials were responsive. Can you imagine this in India?" 

Another early bird was Vinod Reddy who has a 
listed company in India called Neha International. He 
set up another company called Holetta Roses and de- 
cided to take the plunge in Ethiopia. Today, this com- 
pany has 26 hectares of land under floriculture near 
Addis Ababa. 


The weather conditions, freight, labour and land 


A blooming business: Vinod Reddy's farm in Ethiopia 








"The Ethiopian government is 
appreciative of Indian floriculturists 


because of the jobs they create" 
Prasad Reddy/ MD/ Supra Floritech 


costs in Ethiopia have all 
worked like a dream for 
Indian floriculturists so far. 
Land is available at dirt-cheap 
prices (see A Bunch of 
Opportunities) and water 
supply is very good. The 
temperature in most places in 
Ethiopia vary between 7 and 
25 degrees Celsius, making it 
ideal for cultivating flowers. 

The Ethiopian govern- 
ment, on its part, has pulled 
out all the stops to make 
Indian floriculturists com- 
fortable. Says Prasad Reddy, 
MD, Supra Floritech: *The 
Ethiopian government is also 
appreciative of Indian flori- 
culturists because of the jobs 
we create and the foreign ex- 
change we earn." His com- 
pany has 10 hectares of land 
under floriculture cultivation in Ethiopia. 

Sample the largesse: all floriculture activities in 
Ethiopia are granted a 5-8 year tax holiday depending 
on the quantum of investment and people employed. 
Under a European Union (EU) grant, the Ethiopian 
government provides up to 70 per cent of the 
project cost as a loan at a mere 7.5 per cent. 
Also, freight costs are half of that from India and 
the EU allows flowers from Ethiopia to be imported 
at zero duties under the Lome Convention of 
Preferential Exports, whereas Indian exports are 
taxed at 6-9 per cent. 

Moreover, buyers pav a premium for the long 
stems and the big head flowers grown in Ethiopia, 
while labour is available for eight Ethiopian Birr (ap- 
proximately Rs 38) a day compared to Rs 120-130 in 
India. Vinod Reddy of Holetta points out: “Though 
labour is slightly less productive than in India, this 
problem can be overcome with training." 

After the successful Ethiopian sojourn, the sky is the 
limit for Indian floriculturists. Says Ramakrishna 
Karuturi, who runs India's biggest floriculture company, 
Karuturi Networks: “Floriculture, at the end of the day, 
is a quality and scale business like most others. We are 
in the race with the Dutch and the Kenyans to dominate 
the world market. While the Dutch have had a head- 
start, Indians are catching up." 

Meanwhile, Indian floriculturists are firmly en- 
sconced in the land of new opportunities—Addis 
Ababa—which, befittingly, means New Flower in 
Ethiopia's native Amharic language. 
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The new Suzuki Grand 
Vitara offers fantastic value 
for money. KUSHAN MITRA 


HERE IS A SHOW ON DISCOVERY TRAVEL AND LIVING 

called Extreme Makeover where a willing but 

ordinary subject is taken off the street and gets 
her own Cinderella story. The makeover at Maruti 
Udyog (MUL) has not been quite as dramatic, but it has 
been radical, nonetheless. And its new flagship model, 
the Grand Vitara Sports-Utility, is more proof of that, 
visibly sharing design cues with the Swift and the sx4 
both inside and out. 

Yet, there is something about the new Grand Vitara 
(labelled Escudo in some markets abroad) that disap- 
points. The old, dull-looking Vitara drank so much 
petrol that you almost needed to own your personal oil 
well if you wanted to buy one. Yet, when vou just 
touched the accelerator pedal, that car moved in ล 
way that belied its weight. The 2.7 litre v6 on the old 
Vitara, with a massive 166 horsepower, was one of the 
best engines available in India in terms of sheer per- 
formance. Driving one was expensive, ridiculously 
so, but great fun. 

And while the new car looks a lot better and has far 
more functional interiors, it wheezes off the line in com- 





parison to the old car. Well, don't get us wrong, th: 
1995cc v4 does a great job; it has 119 horsepower, 
more than enough to move around the city, and prom 
ises to deliver fantastic economy. The final figures 
are not in as yet, but vou're looking at numbers around 
the 10 km/litre mark. Not bad for a car with permanent 
all-wheel drive. 

The Grand Vitara also has an option to switcl 
over to four-wheel low-ratio—something vou need 
to drive through sand or big inclines, and again, 
the car performs well. In fact, in its off-road dutic 
the new Vitara outshone the old one, but then again 
with the old one you just powered your way out 
of trouble. 

Even more impressively, this car is priced at Rs 13.8 
lakh (manual version, ex-Delhi, Rs 5 lakh cheape: 
than the previous model), making it the cheapest car in 
its class, Rs 2 lakh cheaper than the 4x4 version of the 
Ford Endeavour and over Rs 4 lakh cheaper than the 
Honda CR-V. Fair enough, the Ford is diesel-powered 
and the CR-V looks stunning, but make no mistake, this 
is a fantastic value-for-money SUV. 


Two Popular Cars Get Makeovers for 2008 





HE COMPANIES HAVE NOT ANNOUNCED THEM YET, BUT SINCE MODEL CHANGI 

occur almost simultaneously in India and the rest of the world these day 

here are images of the new Toyota Corolla (right) and Honda Accord (left 
that are due to hit the Indian market in 2008. The Corolla needed a makeover 1 
compete with the hot-selling Civic and now looks like a smaller version of t 
Camry. The Accord is getting a makeover in the us, but 
since Honda India imports parts for the car 
from foreign markets, the Indian model 
should also be changed. 
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The Ongoing Evolution 


of the BlackBerry 


If the Pearl had you 
mesmerised, the Curve 
will not disappoint you. 


BlackBe 


HE FIRST BLACKBERRY 

device I got to use was the 

7730. This was 2005 and 
the now-ubiquitous smartphone 
from Canada's Research In Motion 
(RIM) had just debuted in India. 
Most people used BlackBerrys then 
as standalone e-mail devices and 
not as phones. In fact, many still 
prefer to carry two devices—a cell- 
phone and a BlackBerry. With the 
7730 and many of the earlier avatars 
of the "berry, that wasn't inappropriate: 
the phone function on these earlier 
models wasn't always up to scratch 
and, in any case, they were larger (as 
well as being thicker and heavier) than 
the average cellphone and, hence, less 
easy to slip into a pocket. 

Then, RIM launched a new generation 
of BlackBerrys. The 8700 series (circa 
2006) was a great deal more compact 
and had a better sounding phone. Yet, it was 
still somewhat short of what you expected a phone to 
be. | mean, you could carry your 8700 as a phone- 
cum-e-mail device but it still sort of made ห อ น look a 
bit silly talking into a paw-sized tablet whose aesth- 
etics, um, left quite a bit to be desired. 
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๑ CURVE 


The Pearl changed all that. 
Here was a chrome and black 
(and now in red and also white) 
sexy little thing that did it all. It 
had the formidable e-mail power of its 
industrial looking predecessors as well as the 
looks and functionality of contemporary mobile 
phones. RIM also added a camera (albeit a weak 1.3 
megapixel version) and a media player. Finally, the 
BlackBerry had got a sleek overhaul. RIM followed up 
the Pearl with the equally fashionable 8800, 
which had the looks of the Pearl but 
sported a full QWERTY keypad and a 
nifty global positioning system. 
Now the BlackBerry has just got even 
better looking. The 8300 (aka the 
BlackBerry Curve) sports a full QWERTY 
like the 8800 but is a bit smaller and, yes, 
curvaceous with a silver finish and rub- 
berised non-slip edges. It has a 2 
megapixel camera and the phone's sound 
quality is good. BlackBerry's killer app— 
e-mail—is as strong as ever and, what's 
more, the Curve fits easily into your pant 
pocket. If you forked out Rs 31,990 tor an 
8800, my sympathies are with you because 
the Curve (at Rs 24,990) is certainly better. 
SN 
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One Rep at a Time 


ORRY IF THAT HEADLINE SEEMS INSPIRED BY ALCOHOLICS ANONYMOUS 
S but this installment of Treadmill is not about trying to quit some- 

thing but to begin something. I get many mails from readers 
who’ve either never followed an exercise regimen or who’ve wan- 
dered away from healthy exercising for various reasons and now want 
to get back. The main reason that most people say they don’t exercise is 
lack of time. Although, according to me, it’s inconceivable that you can’t 
find 30 minutes to an hour three or four times a week for exercise. 

The hardest part is to begin. First, fix a date, say, next Saturday, and 
a time. Begin with a brisk walk at a nearby park. Walk at a moderately 
fast pace—one which doesn’t leave you breathless but yet is vigorous— 
for 15 minutes. Then get indoors for some freehand exercises. Start with 
the simple push-up. Lie face forward on the floor or a mat. Your 
palms should rest on the floor, shoulder-width wide. Your feet should 
be around a foot wide resting on the toes. Now press down with 
your arms to lift your chest off the ground. 
Keep your body straight. A common mis- 
take is to lift your hips too high; try and 
keep your hips, thighs and back in a 
straight line. Get someone to spot you to 
make sure you are maintaining the form. 
At the top of the movement, pause, and 
then slowly lower your body down to the 
Starting position. That is one repetition. 
Don’t get disheartened if you can’t do too 
many. Take it one rep at a time. On your 
first day, do two sets of push-ups with as 
many repetitions as you can. 

After the push-ups, do some freehand 
squats. Stand in a natural position, with 
your feet shoulder-width apart; keeping 
your back straight, bend your knees till 
your thighs are parallel to the ground. You may like to extend your arms 
straight out in front for balance. Then, straighten your knees to get 
back into the starting position. This is one repetition. As you did for the 
push-ups, do two sets of squats with as many reps as you can manage. 

Push-ups and squats may be simple exercises but they are com- 
pound exercises that strengthen many muscles of the upper and lower 
body, respectively. You won’t regret building them into your regimen. 

Exercise of the Fortnight: Here’s a gem for the more advanced 
weight-trainer, the Dumb-bell Pull-over. Lie with your upper back per- 
pendicular on a bench (see illustration); flex your hips slightly without 
straining them. Hold a dumb-bell using both hands (place them under the 
inner plate of the dumb-bell). Start with the dumb-bell positioned directly 
over your chest and then move your arms backwards as far as you can go. 
Pause, and bring it back to the starting position. The pull-over is an old 
fashioned exercise but it works all of your chest muscles as well as 
your triceps and the upper back. 

MUSCLES MANI 








write to musclesmani@intoday.com 
Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 


FIVE TIPS TO AVOID 


WEIGHT GAIN 


VERYBODY IS INTERESTED IN SHEDDING 

weight, but here are some 
essential rules to help you maintain 
your ideal weight. 


Breakfast Basics: If you think skipping 
breakfast will help you shed a few 
pounds, shed the notion. Says Dr 
Suman Bhandari, Senior Consultant, 
Escorts Heart Institute and Research 
Centre, New Delhi: "Not eating a 
morning meal can actually trick the 
body into thinking it is starving, which 
makes it hold on to fat or cause you to 
eat more during the day." The health- 
iest choices contain a balance of fat, 
protein, and carbs, such as oatmeal 
with a handful of nuts or an omelette. 


Walk it Off: Says Dr Surender Kumar, 
Senior Consultant, Sir Ganga Ram 
Hospital, New Delhi: "Do it for at 
least 35 minutes a day and four days 
a week. Your body burns calories to 
digest the food you eat and if you 
walk after you eat you will increase the 
amount of calories you bum during 
digestion. Also, try aerobic exercises to 
keep your weight under control." 

Green Tea Gain: Says Dr Bhandari: 
"Sipping green tea helps you burn 
more calories by revving up your met- 
abolism." It contains compounds that 
work to intensify levels of fat oxidation, 
where heat is created in the body by 
buming fuels such as fat. It also causes 
slow release of carbohydrates, pre- 
venting increase in blood-insulin levels, 
and promoting the burning of fat. 


Forget Fried: Opt for foods that haven't 
taken a dunk in oil. Says Dr Kumar: 
"Fried foods are extremely fatty, and 
they do some very bad things for the 
heart. Instead of fried foods, eat 
steamed vegetables and roasted, 
baked, boiled or grilled meats." 


Choose Soup: Says Dr Bhandari: "A 
bowl of any broth-based soup, 
especially one with veggies and 
beans—try onion, cabbage and white 
beans—can be a great strategy for 
weight loss." 
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Ace Explorer 


IT IS DIFFICULT TO SLOT THE MULTIFACETED MARK 
BOURIS, 51. A chartered accountant by profession, 
Bouris, Executive Chairman, Wizard Home Loans, 
has written a book on wealth creation. A logical step 
considering he possesses just the right credentials— 
Bouris built a successful low-cost retail mortgage busi- 
ness in Australia before eventually selling it off to GF 
Money in 2004. That was not the end of his asso- 
ciation with Wizard, though. Along with partners 
James Packer and GE Money, Bouris plans to take the 
Wizard model international. And that began very qui- 
etly with India a few months ago. In Delhi recently, 
Bouris was bullish on India, saying “a gentle rising 
tide is what India is". Bouris and his partners intend 
to spend $200 million (Rs 820 crore) over the next 
four years building a footprint in India. 
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Native Dreams 


HE HAS HAD AN ACTION-PACKED CAREER SO FAR AND IS 
gunning for more. An IIM Ahmedabad alumnus, 
AJAY SRINIVASAN, 43, is back in India 

to start his innings at the Aditya Birla 

Group as Chief Executive Officer 

overseeing the group's financial serv- 
ices venture. Consider his impressive 
job stints: after honing his skills at 
ITC's treasury and development fi- 
nancial institution icici Ltd, 
Srinivasan went on to head 
Prudential icici Asset Manage- 
ment in 1998. In just two years, 
Srinivasan was elevated to head 
of Prudential's Asian business. 
A pointer to his top-notch 
record is that as he leaves, 
Prudential business 
manages over 
$50 billion (Rs 
210,000 crore) 
in the Asian 
markets. With 

such prece- 

dents to fol- 

low, the spot- 

light is firmly 

on Srinivasan. 


























Sound Performer 


AFTER ALL THE HARD WORK, COMES THE REWARD. ALOK MITTAL, WHO JOINED VENTURE CAPITAL FIRM 
Canaan Partners as its Executive Director for India in March 2006, has been elevated to the post 
of Managing Director. “The new designation means more responsibility,” says Mittal cryptically. 


A founding member of the Band of Angels in India, Mittal, 35, surely has the knack for hitting the  . 
right notes at the most opportune of times. He was responsible for the company's in nt 
in matrimonial site bharatmatrimony.com and Dethi-based computer support 0 
IYogi.com last year. Apart from the existing focus area, he is now looking at clean technology. 
When not busy with new businesses and ideas or blogging about them, Mittal likes to play 
guitar (strictly solo) and spend some quality time with his kids. A string of pursuits for sure. 
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Big Fish, Small Pond 


ONE OF THE WORLD'S MOST POWERFUL ADVERTISING 
men, SIR MARTIN SORRELL, 62, Chairman, wep, has big 
digital designs on India. Facing the media in Mumbai 
recently, the dapper Sir Martin underlined the group's 
plans tor Indian operations while at the same time, 
maintaining a steely grip on the proceedings at the in- 
teraction. Since digital growth is the way forward; of 
his 30 acquisitions in the last one year, 15 were in the 
digital space. Sorrell is also looking at acquisitions keep- 
ing in mind the booming mobile market in India. 
Talking about China, the advertising maverick says that 
though one can't speak about India and China in 
isolation, it is easier to set up and run a business in 
India. And notwithstanding his diverse businesses, wpp 
will remain just that—Wire and Plastic Products—“at 
least for as long as | am around”, he says. 


A Deal in Peril 


DA , ic Try x , I | . I ^ 
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have run into a bit of a problem and the man at the 
CUru, MARK MOBIUS. The 


Taro 


markets bone of 


Management holds in 


centre of it is none other thar 


Mobius, 70, is Managing Director, Franklin Templeton. In 


The Homecoming 


NEARLY TWO DECADES AFTER HE LEF] 
computer science scholarship at the prestigious 
Massachusetts Institute of Technology, RANJAN 
DAS, 38, now finds himself back home to head the 
country operations for SAP, the German enterprise 
software giant. “India’s a vital market 

for SAP and we already have nearly 
2,000 customers here and plan to 
reach 15,000 customers by 

2010," says the part-time soc- 
cer coach and movie buff. Das 

will relocate from Silicon Valley 

to Mumbai later this month. 
Speaking to BT between hectic 
rounds of house hunting 
and trying to zero in 
on a school for his 
young kids, Das 
says, "Small busi- 
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nesses will be a 
key growth 
driver in the 
Indian market.” 
Das 
well-equipped 
to handle this 
fast-changing 
market, having 
been an entre- 
preneur with so- 
lutions firm 
Patkari and also 
being instrumen- 
tal in starting 
the xApps 
business 

ror SAP. 


Comes 


Taal '2ellele: 
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contention is the 9 per cent stake that Templeton Asset 


a recent 


with the Securities and Exchange Commission (SEC), Templeton has maintained that Sun's 


offer at $7.75 per share 
irman saying that the deal 

$454 n 

Mobius clea 


the warpath on this one 


CONTRIBUTED BY ANAND 


SHALINI S. 


Is low. Recent reports have now suggested that Mobius 





has written to Taro's 


be called off. sun Pharma had earlier agreed to acquire Taro for 


At the time of going to the press, it wasn't clear which way the issue would move 
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NAME: AZIM HASHIM PREMJI 
AGE: 62 

DESIGNATION: Chairman 
COMPANY: Wipro 


GIREESH G.V 


The Soaps-to-Software Sultan 


N JULY 19, WIPRO ANNOUNCED ITS FIRST QUARTER NUMBERS. REVENUES WERE UP 34 PER 

cent to Rs 4,203 crore and net profit by 17 per cent to Rs 726 crore compared 

to the same period in the year. The highlight of the day, for the media at least, was 
not the results. It was the fact that Rishad Premji, 30, the elder son of Azim Premji, was 
joining the business. Eager journalists were vying to get the Premji Senior’s view on whether 
they were witnessing the first chapter of the succession plan at Wipro. Premji looked ex- 
asperated; he has repeated a number of times that ownership and management are two 
different issues, and that succession in an operational role will be on merit. 

Incidentally, Premji, who likes to delegate, is himself no software geek, despite hold- 
ing an engineering degree from Stanford University. But he has mastered the art of del- 
egating and holding people accountable even as he motivates and rewards them. That strat- 
egy has served him well—he has turned Wipro, which was a small vegetable oil producer 
in 1966, into a $4-billion (annualised) software to hardware to FMCG MNC. And he has 
turned conventional corporate wisdom on its head while doing so. 

Even though almost every management consultant worth his salt talked about core com- 
petence and called on Wipro to jettison its non-IT businesses, Premji refused to fall in line. 
He was very clear about it: if his role model company, GE, could sell everything from bulbs 
to aircraft engines, and as long as a business made financial sense, Wipro would be present 
in it. As if to reiterate that, Wipro Consumer Care recently acquired the Singapore-based 
Unza for Rs 1,010 crore, making it the second-largest buy for the company ever. 

What has set Premji apart is that while his Indian peers have hesitated to make bold 
acquisitions because of fears over integration and cultural fit, Wipro, through its "string 
of pearls" strategy, has made a successful go of it. Even as news began to filter out that 
Wipro would move in for a large acquisition in Germany (rumoured to be Lufthansa's BPO 
unit), the man with a silver mane leaves the individual business units to decide on oper- 
ational issues as he focusses on strategy and the larger picture. And by the looks of it, he's 
not done as yet. 
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The pioneers of LCD Technology 
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